USED CAR 


A series published by 
The Washington Star 
to expose the used car racket 
and to help prospective 
buyers of used cars 
protect themselves ! 
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THE SERIES of articles prepared by 
Miriam Ottenberg and published in The 
Washington Star represents one of the 
finest jobs of objective reporting of mat- 
ters of community interest that has been 
accomplished in this area in many years. 


The armed forces, as one of the major 
elements in this community, is deeply 
grateful to Miss Ottenberg and The Star 
for bringing to public attention so effec- 
tively an area in which servicemen as 
members of the general public have beer 
victimized by unscrupulous practices. 


It is to be hoped that remedial action 
by those responsible for correcting such 
a situation will be as objective. 


Pending effective regulatory or legis- 
lative action, it is urged that every serv- 
iceman who is interested in buying a 
second-hand car familiarize himself with 
the contents of these articles and consult 
with either the armed forces police or 
the District licensing authorities before 
entering negotiations for a used car. 


Lt. Col. Van H. Tanner, 


Commanding Officer, 


Armed Forces Police 
Metropolitan Washington Area 
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Used-Car Racket 


Flourishes Here 


By MIRIAM OTTENBERG 
Star Staff Writer 


A serviceman thought a used- 
car salesman was lending him 


an aged car for the week end. 


He found he had bought it. 

A retired worker tried to re- 
turn a car he couldn't drive 
three blocks from the used-car 
lot. He wound up with a mort- 
gage on his home. 

A man from Hawaii gave a 
used-car dealer a check on a 
Honolulu bank and was told 
he could take title to the car 
as soon as the check cleared. 
The check cleared but he didn’t 
get the title. Instead, he got 
a notice from a finance com- 
pany saying he owed $700 for 
financing. 

A bus driver traded in his 
car for what he thought was 
$800 and expected to pay off 
the balance of $1,200. He 
found he had been allowed $600 
on the trade-in and still owed 
$2,100 on the car. 

An Army sergeant was told 
the blank documents he was 
signing were for “title and 
tags” on a $400 car he owned 
free and clear. When he 
opened the sealed envelope he 
had been handed, he found not 
a title but a conditional sales 
contract. It said, above his 
signature that he owned $500. 

These are recent complaints 
by used-car buyers from the 
files of various law enforcement 
agencies here. There are hun- 
dreds like them, with varia- 
tions. 


How Extensive Is Victimizing? 


How many people are being 
victimized? How many used- 
car dealers are swindling them? 
How many finance companies 
are sharing the loot? 

From United States Attor- 
ney Oliver Gasch comes this 
answer: 

“We regard the used-car 
racket as one of the most se- 
rious in the District. Its vic- 


tims are numerous. They are 
persons who can ill afford their 
losses. Those in control of the 
racket are smart and unscrup- 
ulous. They are well advised 
and work all the angles. Exist- 
ing law was not designed to 
cover these situations.” 

The Enforcement Branch of 
the District Department of Li- 
censes and Inspections reported 
175 complaints in the last year. 
They were made against 27 of 
the 217 dealers in used cars. 
Most frequently complained 
against were a dozen dealers. 
The same source reported most 
frequent complaints against 
seven finance companies. 

Of more than 60 automobile 
finance companies in the 
Washington area, about 14— 
including two formed in the 
past few months—show up 
most frequently in financing 
cars from the dealers most 
complained against. 

Since the first of the year, 
the 12 most complained about 
dealers have been sued 56 
times. Four finance companies 
which show up most often in 
handling the financing of 
these dealers’ cars have been 
sued 30 times this year. They 
have been busier suing, how- 
ever, to collect on the dubious 
contracts of these dealers. 
Municipal Court records show 
317 suits filed by these four 
finance companies this year. 


Servicemen Complain 


The Better Business Bureau 
reports complaints from used- 
car buyers number among its 
top 10 sources of complaints. 

In the past year, nearly 50 
applications for warrants have 
been filed by used-car pur- 
chasers who want the United 
States Attorney to press crim- 
inal charges. 

Servicemen have complained 
so frequently that the Armed 
Forces Police arranged with the 
District’s license enforcement 
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branch to tour nearby military 
bases with illustrated “buyer 
beware” lectures. 

Armed Forces Police suspect, 
however, that they hear from 
only 2 per cent of the victim- 
ized servicemen—who usually 
would rather lose their down 
payment than admit they have 
been “taken.” 

The used-car business is so 
brisk and the turnover so tast 
that the transfer of car titles 
lags. Some of the most ag- 
gravated cases have come to 
light when a car purchaser 
complained to police that he 
couldn’t get his title. 


Many Forfeit Collateral 


If a dealer accepts as a trade- 
in a car on which mony 1s 
still owed, the dealer must pay 
the finance company the re- 
mainder of the debt before he 
can get the title. But the 
dealer may sell the trade-in be- 
fore the title arrives; the 
finance company has held it 
until the dealer’s check cleais. 
As one police officer put it: 
“These people don’t trust each 
other.” 

Result: Betweer. 75 and 100 
dealers monthly, according to 
police records, forfeit collateral 
on charges of failing to de- 
iiver the title within the re- 
quired five days. , 

An integral part of the used- 
car picture is the fast reposses- 
sion of used cars from buyers 
who can’t or won’t keep up ex- 
orbitant payments. Last year 
alone, repossession titles were 
issued for 3,026 cars. Ainong 
the used-car repossessions the 
defaulted contracts—filed along 
with the titles—frequently show 
30 per cent finance charges, 
credit life insurance at double 
the usual rates, “pick-up pay- 
ments” of $100 or more due 
within a week of the contract 
signing and “balloon pay- 


ments” of $200 or more due in 
a lump sum after the purchaser 
has been making monthly pay- 
ments for two years. 


Liens Similar 


Officials in the office of the 
Recorder of Deeds call atten- 
tion to similar provisions in the 
liens filed by certain finance 
companies against used-car 
purchasers. 

Assistant Corporation Coun- 
sel Clark King reports a ‘“bar- 
rel of complaints” against used- 
ear dealers at Municipal Court 

The District Bar Association's 
legal assistance office says it 
has a thick folder of cases 
against used-car dealers. Com- 
plaints even find their way to 
the District’s insurance de- 
partment. 

The Automotive Trade Asso- 
ciation of the National Capital 
Area reported getting calls. too, 
but complainants are quickly 
told that the dealers in ques- 
tion are not members of the 
association. 

“We don’t like to see people 
getting fleeced,” said an asso- 
ciation official. ““We don’t like 
to be tarred with that brush.” 


No Law on Charges 


What do enforcement agen- 
cies do with the complaints? 
Usually they try to get the vic- 
tim’s money back or at least 
get him out of the contract he 
signed in ignorance or in- 
nocence. 

The District has no law reg- 
ulating finance companies or 
what they can charge. The 
courts have ruled that finance 
charges are not interest and do 
not come under the District's 
usury laws. There is no law 
regulating rates for credit life 
insurance. 

Used-car dealers are licensed 
but not individual salesmen. 
There is no requirement in the 
regulations that the dealer 
should be of good character. 
The dealer has the best defense 
in the world: A signed contract 
against the victim's word that 
he has been swindled. 

No used-car dealer in the 
District has lost his license for 
sharp practices since 1955. 
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“NOV. 2, 1959 


Fast Talkers Used 
To Clinch Car Sales 


By MIRIAM OTTENBERG 
Star Staff Writer 

How do people get swindled 
by used car dealers? 

Here are some typical cases 
illustrating how unscrupulous 
dealers use fast-talking sales- 
men, broken promises and even 
sleight-of-hand to prey on 
trusting customers: 

Case No. 1: This victim, a 
longtime Union Station em- 
ploye, had never bought any- 
thing ‘on time.” He even left 
his television set in ‘will call” 
until he had made all the pay- 
ments. He was building his own 
home at Accokeek, Md., and he 
didn’t want to saddle himself 
with debt. 

When he needed a car, he re- 
turned to the used car lot where 
he had bought his last car. He 
didn’t know the lot manage- 
ment had changed. 

“The salesman told me I 
could have a 1955 Ford for 
$600,” he explained to investi- 
gators in the District’s license 
enforcement branch. “That 
suited me and he took me in to 
the big boss. When the boss said 
that car sold for $850, I started 
to walk out. I told him I 
couldn't possibly pay more than 
$600. He kept asking me, ‘How 
much have you got. how much 
can you spend?’ 

“I told him I’d give him $100 
then and another $300 in a few 
days. That would leave $200 
He said he would take care of 
that. My wife kept asking him 
questions. She wanted to know 
about the payments on the 
$200. He said they wouldn’t be 
more than $16 a month. 


“I came back alone with the 
$300. He took me in a room 
where the light was bad and a 
lot of salesmen wert coming in 
and out. He gave me some 
papers to sign. He had them al! 
folded over. He just pointed to 
the bottom and said, ‘Sign here’ 
I told him I couldn’t read very 
well and I thought my wife 
should look at the papers before 


I signed them. He repeated 
what he had said before about 
the $200 he was taking care of 
So I signed. 

“I took the copy home and 
my wife read it. Then she 
looked at me and said: ‘What 
have you done?’” 

What he had done was sign 
a contract showing he owed 
$934.50. 


Car Price Jumped 


The cash price of the car had 
been upped from $600 to $1,000. 
Although he had said he didn't 
want insurance, the contract 
showed $73 for physical damage 
and $60.74 for credit life insur- 
ance—both for 12 months. The 
finance charge was listed as 
$201.76. Instead of having to 
pay $16 a month as he had been 
told, he was now committed to 
paying $44.50 a month for 12 
months. 

An investigator asked him 
why he had gone alone to the 
lot to sign the final papers— 
considering that he wasn’t a 
quick reader. 

“I didn’t. know they were 
crooks,” he replied. 

Case No. 2: This victim, a 
man in his 70s still weak from 
a recent hospital trip, decided 
to trade in his 1954 Oldsmobile 
for a 1955 Oldsmobile. 

A car was parked in front of 
the one he was bargaining for 
and no one could find the key 
to move it. But he was told that 
if he didn’t like the car, he 
could always return it after a 
trial. 


House as Security 


While someone went off to 
look for the key of the block- 
ing car, he was taken into the 
office. The boss wrote out a 
sales contract and he gave 
them $100 down payment. He 
was told it would cost him 
only a few hundred dollars to 
move up a year in class. 

The key was still. missing 
when they drove him home to 
get the deed to his house, 
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which he owned free and clear. 
He was told that would be se- 
curity for the loan. 

After they drove him back to 
the lot and got his signature 
on a contract, the key was 
found to the blocking car and 
he started out in his new used 
car. 

He hadn’t driven more than 
a few blocks when he returned 
to the lot. The car was no good. 
He asked for his old car back. 

He was told the lot was clos- 
ing for the night and if he 
returned in the morning, every- 
thing would be straightened 
out. When he returned in the 
morning, he was told the boss 
wasn’t there. After waiting 
around all morning, a sales- 
man told him the boss would 
meet him in the afternoon at 
a downtown office. A salesman 
drove him to the office. The 
“boss” wasn’t there but a law- 
yer was. 


Signed for Cash Deal 


The lawyer pointed out that 
he had signed a contract for a 
cash deal. He would have to 
pay $1,884 within six days. He 
was told that the thing to do 
was to sign a deed of trust on 
his home, payable to the used 
car dealer. 


Stunned by the debt he had 
suddenly acquired, he signed. 

For the next few days, he 
went to the used car lot every 
day, begging for his old car 
back. They told him it had 
been junked. He insisted it ran 
better than the car he had 
been sold. He was told, “The 
car is yours. We have no more 
to do with it.” He finally gave 
up and left the car on the lot. 

“Please help me in my dis- 
tress,” he wrote the license en- 
forcement branch. “I have nev- 
er been cheated before.” 

Case No. 3: This Northeast 
husband and wife thought they 
had read all they needed to 
read before they signed the 
contract—and they still got 
trapped. 

The original provided for a 
cash price of $1,295 with a 
down payment of $500 and a 
$200 credit on the trade-in. 
Their monthly installments 
were to be $33.80 for 24 months. 


Called Duplicate 


After they signed, the sales- 
man folded back the “original’’ 
just far enough for them to 
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sign the papers beneath it. He 
explained they were duplicates 
for the bank and their records. 

Although a copy of the con- 
tract is supposed to be given 
purchasers at once, they didn’t 
get theirs for several days. The 
copy had their signatures, but 
it was not a duplicate of the 
original. 

The cash price had been 
upped from $1,295 to $1,695. 
Their payments, which figured 
in finance and _ insurance 
charges, had been increased 
from $33.80 a month to $31.34 
every two weeks for 24 months.: 


They promptly called the 
used car lot, where they were 
told there had been some mis- 
take and it would be adjusted 
forthwith. The next day, they 
got a notice from the finance 
company, showing nothing had 
been adjusted. 


$500 Deal Offered 


When they tried to explain 
to the finance company, they 
were told that it would cost 
them another $500 to get the 
contract canceled. They were 
hooked. 

Case No, 4: When 20-year- 
old Danny re-enlisted in the 
Army, he was handed a re- 
enlistment bonus. It was only 
a few hundred dollars but it 
was more money than he had 
ever had at once in his life 
and he was going to make a 
long-time dream come true. 

He clipped a newspaper ad 
for a used car bargain, which 
promised to pay transportation 
for servicemen, and boarded a 
bus for Washington from Fort 
Eustis, Va. 

He found a 1950 Buick sell- 
ing for $225. After he gave his 
cash to the salesman and got 
a receipt, the salesman ex- 
plained that he was a minor 
and took back the receipt. A 
colored man walking along the 
street was called onto the lot. 
He signed both the receipt and 
the bill of sale. Danny remind- 
ed the dealer of his advertised 
Promise to pay his transporta- 
tion cost, but was told this had 
been deducted from the price 
of the car. 

Danny was given the receipt 
and bill of sale, bearing the 
other man’s name, and drove 
off. The car broke down on 
the Washington - Baltimore 
parkway. He called the used 
car dealer and was told to get 
the car back to the lot. It cost 
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him $20 to have the car 
towed to the lot. 


No Repairs Made 


Then, the dealer told him 
repairs would cost from $50 
to $150 on his $225 car, Danny 
told the dealer he didn’t have 
that much money but would 
be willing to pay for the re- 
pairs at the rate of $20 a 
month. He was to pick up the 
car in two weeks. 

When he came back for his 
car, it was still unrepaired. He 
was told it wouldn’t be repaired 
until he put up some money. 
Danny reminded the dealer 
about the previous agreement 
and suggested that the dealer 
write out a paper saying he 
promised to pay for repairs at 
the rate of $20 a month. 

The dealer told him he didn’t 
do business that way, that if 
Danny didn’t trust him, there 
was nothing they could do for 
him. 

Danny finally realized he had 
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been had. He went to the 
Armed Forces Police. The 
District’s license enforcement 
branch was notified and all 
parties converged on the Cor- 
poration Council’s office. Amid 
threats of prosecution, Danny 
got his money back. 


Cash Hidden in Shoe 


The Armed Forces Police 
sergeant decided Danny was too 
much of a minnow to be allowed 
among the sharks. He gave 
Danny $20 in cash, put the 
rest in a sealed envelope and 
told Danny to put it in his 
shoe and leave it there. He in- 
structed Danny to go directly 
to his company commander and 
give him the money. 

The company commander 
called later to report that he 
was somewhat surprised when 
his Pfe saluted and promptly 
took off his shoe. 

One serviceman was saved 
trom the swindlers. 


NOV. 3, 1959 


Contracts Can Hook 
Even Dubious Shopper 


By MIRIAM OTTENBERG 
Star Staff Writer 

With a dollar for a down 
payment, I posed as a used car 
buyer. 

This was the answer I was 
seeking: Why do so many buy- 
ers complain that they thought 
they were to pay a certain sum 
for a used car and somehow 
got finagled into a much larger 
sum? 

To find the answer, a fellow 
reporter and I chose a lot ad- 
vertising repossessed cars and 
$1 down for any car on the lot. 
Obviously, we did not intend 
to identify ourselves as re- 
porters. We were posing as a 
low-paid worker and friend. 

As we reached the sidewalk 
outside the lot, a salesman 
reached us. 

“You folks interested in 
buying a car?” 

I pulled out a newspaper 
(not The Star) and pointed to 
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the first car on the list—a 
1959 Chevrolet, “balance due” 
$1,235. 

He said he didn’t have that 
one. (The newspaper with the 
ad had then been on the street 
less than 15 minutes.) He ran 
his finger down the list of “re- 
possessions” to the fifth car— 
a 1958 Chevrolet for $1,070. 

“We have that,” he said, 
“but you wouldn’t want it. It’s 
no good. It used to be a police 
car.” 

When I waved the list again 
and asked to see some other 
repossessed cars, he took us 
around to the side and showed 
us a collection of junk—crum- 
pled fenders, flat tires, miss- 
ing headlights. 

“All these repossessed cars 
are like that,” he said. ‘Even 
if they look all right on the 
outside, you can’t tell. A man 
can ruin an engine in 20 min- 
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utes—driving without oil. It 
would cost more to repair one 
of these repossessed cars than 
to buy one of our good cars. 
‘Here, let me show you some- 
thing you'd like.” 

I was playing dumb, but I 
thought I could risk one ques- 
tion. 

Pointing again to the ad 
where it said “assume oalance 
due,” I asked, “Doesn't this 
mean on that Chevy, for in- 
stance, that the man had al- 
ready paid maybe $2,000?” 

No, he said, it didn’t mean 
that at all. 

“All repossessed cars,” he 
said with authority, “are no 
good.” 

He tried to interest us in a 
shiny blue 1959 Chevrolet 
which, he said, was a bargain 
at $1,895. I admired the color 
but didn’t think I could af- 
ford it. 

We settled on a 1956 Mercury 
for $1,495 and he offered to 
drive us around in it. My com- 
panion took the wheel and told 
me later that the brakes were 
so poor that the car halted 
only after prolonged pressure. 


Complains of Price 


As we drove, I worried aloud 
about paying for the car since 
it was more expensive than 
what I had come to see. 

“I'm not worried about the 
terms,” he assured us expan- 
sively. ‘‘We can arrange those. 
That’s no problem. All I’m in- 
terested in is that you get the 
car you want.” 

Before we completed our spin 
around the block he said I 
could drive the car home in 10 
or 15 minutes. I told him that 
would be nice. 

When we returned to the lot 
he immediately ushered us into 
an office with a front and back 
room, divided by a folding plas- 
tic curtain. 

He pulled out a data sheet 
and started asking me questions 
about my credit. I protested 
that I didn’t want him to write 
anything down until I had 
learned how much I had to pay. 

“This doesn’t mean any- 
thing,” he said. “We do it all 
the time. After I get this down 
we can talk terms.” 

The credit picture I painted 
for him didn’t make me the 
sort of risk a bank would rush 
to finance. But it was good 
enough for him. He went off 
and got another man. 

We were now in the presence 


of what is called in the trade 
the “close-out man.” 

I told him I wanted to find 
out how much I would have 
to pay a month. 


Fills Out Forms 


He immediately started fill- 
ing out forms in a rapid scrawl. 
I protested that I wanted to 
know what it would cost me 
béfore we went on. He said 
he could explain easier when 
it was on paper. 

To forestall more questions 
before he was ready he kept 
up a running stream of chatter. 

Apparently the salesman had 
told him I had pressed for a 
repossessed car. 

“The kind of people who buy 
repossessed cars,” he = said, 
“carry a tool box in their car 
with them and when the car 
stops they just get out and fix 
it. It’s a hobby with them. 
They enjoy the sense of accom- 
plishment. But you wouldn't 
want that.” 

The loud sound of a woman’s 
voice came from the next room. 
Through the partially closed 
doors we could hear her: “I'll 
go back to the District Build- 
ing. You tell me one thing, 
then it’s another. You're not 
going to cheat me. I’m going 
back and tell them at the Dis- 
trict Building.” 

The close-out man began 
tapping rapidly with his pen 
on the glass-topped desk to 
obscure the voices. When that 
didn’t work he got up and 
closed the curtain more firmly. 

When he had the papers fin- 
ished he asked me about a 
down payment. 

“Well,” I said, “your ad says 
$1 down, I have it with me.” 

“Of course,” he said, “that’s 
only where people’s credit is 
good. Now I’m sure yours is 
good, but can’t you make a 
down payment? Don’t you have 
anything?” 

$100 in Bank 


I pointed out that his ad 
said no payments until 1960. 
He brushed that aside. Under 
persistent questioning, I ad- 
mitted I had $100 in a savings 
account. He wanted to know 
how soon I could bring it in. 
I told him I’d get it when the 
bank opened. 

Now he was ready to show 
me what he had written on 
the documents. He had filled 
out a conditional sales agree- 
ment and a car order and bill 
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of sale—complete with his own 
Signature and an X to show 
where I was to sign. 

He had written a cash price 
of $1,495 and a down payment 
of $1. In the margin he had 
scrawled “pickup payment, 
$100,” with the date I had 
promised to bring in the money. 
That would leave $1,394, and 
that was the amount shown as 
the balance due. 

“Is that all I have to pay?” 
I asked. 

He assured me it was. 

Under terms of payment he 
ad written one payment of 
$394 and a final payment of 
$1,000 — both due the next 
week. 

I was beginning to catch on, 
but I decided to play dumb a 
little longer. 

“I can’t pay $1,394 in a 
week,” I protested. “I don't 
have all that money.” 

“Oh, we'll arrange that,” he 
said. “We get you a second 
mortgage, just like on a house 
and that takes care of the $394. 
Then we get the $1,000 financed 
through a bank. 

I asked about finance charges 
—calling them “interest,” 
which they’re not—and insur- 
ance charges. 

“That's all arranged by the 
bank,” he said. “We have noth- 
ing to do with that.” 

“Well, can you explain how 
much I have to pay a month?” 
I asked. 

“How much can you pay?” 

I told him $55. 

He said that was all right 
and that the payment would 
be reduced in six or seven 
months. He said the $55 pay- 
ment would cover both loans. 

“Could you just give me an 
idea of how much it will all 
be?” 

He rapidly calculated on an- 
other sheet of paper. He fig- 
ured the “interest at 6 per 
cent” would be $90 a year or 
$180 for two years. When I re- 
minded him about insurance 
he figured that at $44 a year 
or $88 for two years. Then I 
did some arithmetic of my own 
—dividing the total by $55 a 
month. When it became ap- 
parent that I would have to 
pay longer than two years— 
particularly if, as he said, my 
payments would be lowered— 
he hastily moved up the term 
of payment to 30 months. Then 
he threw that sheet of calcula- 
tions away. 


Now I had the answer to my 
question. I knew why people 
think they are paying one 
amount and actually see the 
contract for that amount—but 
wind up by paying close to 
twice as much as they origi- 
nally bargained for. The an- 
swer: Two contracts. 


Trap Still Unsprung 


I had asked more questions 
than the more trusting cus- 
tomers, but on the pvasis of his 
answers I could still have got- 
ten trapped. Where had he led 
me astray? 

He knew I couldn’t get bank 
financing and he never in- 
tended to arrange it for me. 

He knew he would wind up 
by arranging the financing 
through a finance company 
closely associated with his lot 
and that the finance charges 
alone would be closer to 20 per 
cent than the 6 per cent he 
had figured out for me. 

He knew that once tlie 
finance company had my note 
the payments would not be low- 
ered in “six or seven months,” 
as he had promised me. 

He knew that the insurance 
coverage would include credit, 
life and probably health and 
accident insurance along with 
physical damage insurance and 
that those combined charges 
alone would run into hundreds 
of dollars. 

He knew that my combined 
payments on my small loan 
and the big note could never 
be as low as $55 a month for 
even 30 months as he had rep- 
resented. 

But the contract he offered 
for my signature showed I 
would owe $1,494 — the cash 
price of the car minus a $1 
down payment. 

None of the charges we had 
been discussing was on that 
contract. 

Suppose I signed? I knew 
and he knew that I couldn't 
fork up $1,494 in a week. 


Definite Pattern 


Dozens of complaints I had 
been studying presented a defi- 
nite pattern for the next step. 

The used car dealer knows 
when he accepts a $1 down 
payment that no finance com- 
pany will finance the entire 
balance. A “pick-up payment” 
of $100 won't satisfy the 
finance company either. 
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Usually the finance company 
demands a down payment of 
one-third of the value of the 
car before it will finance the 
balance. This may vary from 
20 to 40 per cent depending 
jon the car buyer’s credit—how 
good a risk he is. 

So money has to be raised to 
bring the down payment up to 
the point where the finance 
company will be willing to 
finance it. 

When the buyer comes in 
with his $100 pickup payment 
—as I had said I would do—a 
salesman drives him to a small 
loan establishment, usually in 
Maryland. That is what the 
close-out man meant when he 
said he would arrange a “sec- 
ond mortgage like on a house” 
for me. 

(While the handful of un- 
scrupulous used car dealers in 
the District choose Maryland 
small loan companies for this 
phase of their operation, Mary- 
land used car-dealers operate 
under the restrictive Maryland 
law which controls the amount 
of financing that may be 
charged.) 

As soon as the car buyer 
drives away from the small 
loan place, the salesman de- 
mands that he indorse the 
small loan check over to the 
used car dealer. 

Now the salesman takes the 
buyer back to the lot. 

The close-out man informs 
the buyer that he can’t get a 
bank to finance the balance 
but he can get a finance com- 
pany to do it. He prepares a 
new contract. 


Earlier Figures Fade 


This time he spells out the 
insurance, finance charges and 
terms of payment. None of the 
charges bear any resemblance 
to the earlier verbal assurances. 

On my $1,495 car, for in- 
stance, the way he had added 
the additional charges on the 
piece of paper he destroyed, 
my total cost would amount to 
about $1,662. He hadn’t put 
that figure on a contract be- 
cause it wasn’t true. 

The new contract would have 
given me credit for the $100 


pickup payment and the $394 
small loan—leaving me a bal- 
ance of $1,000 to be financed. 
I would be lucky if I escaped 
with a debt of less than $1,700 
—figuring finance and insur- 
ance charges. My total cost 
would now amount to about 
$2,195. 

My down payment would be 
wiped out. I would be stuck 
with separate payments on the 
small loan. If I wanted to keep 
my monthly payments on the 
big loan within bounds, I would 
wind up with a lump sum at 
the end—a balloon payment. 
I wouldn’t be able to raise the 
lump sum and that part would 
be refinanced with more fi- 
nance and insurance charges. 

If I signed the first contract 
I would be “hooked.” Suppose 
I refused to sign the second 
contract. I would lose my $100 
“pickup payment.” I would still 
have to pay off the small loan 
company for what I had bor- 
rowed. And I would be liable 
to a suit for the difference be- 
tween my down payment and 
the total unpaid balance. 

Needless to say, I didn’t sign 
the first contract. 


Stopped at Next Lot 


In our day of shopping that 
was the nearest I got to a 
contract. 

As we approached the second 
lot and a salesman approached 
us, @ man shouted: “Hold it, 
Sam!” 

The man ran across the lot. 

“This little lady is from The 
Star,” he panted. “She wants 
to write a story. She’s an in- 
vestigator.” 

When I insisted that I really 
did want to buy a car—and 
thanked my stars that he had 
interrupted before I could go 
into my masquerade — he 
chided: 

“Look, honey, I know you. 
You’re not going to get any- 
thing but straight answers 
from me because I know who 
you are.” 

It wasn’t the first time I had 
run into him on a story. He 
was a former policeman. 
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Spilled Ink Helps 
Contract Switchers 


By MIRIAM OTTENBERG 
Star Staff Writer 

Ink spilled on a contract... 
a broken pencil. .a sealed en- 
velope in the glove compart- 
ment—these are some of the 
gimmicks tried by a dozen used 
pend dealers to trick the trust- 

If a used car buyer reads 
every word of every page he is 
asked to sign, he is less likely 
to be duped into exorbitant 
payments. 

So the goal of the un- 
scrupulous dealer is to keep 
him from reading. 

These complaints — taken 
from the files of enforcement 
agencies—show the methods 
and the measure of the success 
of the handful of unscrupulous 
dealers here: 


The spilled ink trick—An Air 
Force staff sergeant gave a 
used car dealer a down pay- 
ment of $1,000 on a $2,550 car. 
Then he signed a contract for 
the balance. including bank 
financing and a 90-day free 
guarantee. As the sergeant 
walked out of the office, the 


dealer said he had spilled ink P 


on the contract. He pulled out 
some blanks, told the sergeant 
to sign them and promised to 
fill them in while the sergeant 
was checking over his car. 

When the sergeant returned, 
the dealer put the new contract 
into an envelope and stuck it 
in the sergeant’s pocket be- 
cause the sergeant’s hands 
were dirty from examining his 
car. When the sergeant opened 
the envelope later. he found 
that $175 had been added for 
“delivery and handling,” that 
$95 was added for a warranty, 
that a finance company rather 
than a bank was to handle the 
financing, that his debt had 
been increased by a total of 
$630.95. 

The desk drawer trick—A 
Roanoke (Va.) man bought a 
car here on what he thought 
was an all-cash deal. He was 
allowed $400 on a _ trade-in 


paid $200 in cash and $500 in a 
sashier’s check. When he offered 
a personal check for the $395 
balance, he was told the dealer 
did not accept personal checks. 
He agreed to mail a certified 
check for the $395 as soon as he 
got back to Roanoke. He was 
asked to sign a form, which 
appeared to carry some “extras” 
on it, but he was assured that 
this was merely insurance 
protection, would not obligate 
him in any way and would be 
kept in a desk drawer till his 
certified check was received. He 
sent his certified check on 
schedule, but it was returned 
The next day, he received a 
notice from a finance company 
saying he had to make 12 
monthly payments of $62.70. 
The paper he had signed did 
not stay in the dealer’s desk 
drawer. 

The other paper trick — A 
sailor agreed to pay $800 down 
and the $200 balance within two 
months. Before he signed the 
contract, the dealer wrote out 
on a sheet of paper the terms of 
ayment—$55.40 one month and 
$144.60 the next. When he tried 
to read the contract itself, the 
dealer told him: “‘As long as you 
make the payments stated on 
this sheet of paper, you don’t 
have to worry about the con- 
tents of this contract.” He did 
make the payments as they 
appeared on the sheet of paper. 
The dealer demanded what 
appeared on the contract. 
The cash price of the car had 
been upped from $1,000 to $1,- 
395. 

The glove compartment trick 
—This Virginia car purchaser 
read the original contract but 
did not read the six or seven 
papers which he was told were 
duplicates. After car repairs 
had been made, he returned to 
the office and asked for his 
copy of the contract. He was 
told that he would find it in 
the glove compartment. When 
he saw a sealed envelope there, 
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he didn’t open it because it 
was now after dark and he 
couldn’t read it without return- 
ing to the office. He opened it 
as soon as he got home. He 
found the price of the car 
changed from $2,295 to $2,595. 
His monthly payments had 
been increased from $63 to 
$78.64 a month. He found he 
had been charged $254.41 for 
credit life insurance which he 
had specifically told the deal- 
er he didn’t want. The final 
straw was a $400 pick-up pay- 
ment, payable four days after 
he bought the car. 

The switched car trick—A 
visitor made a $400 down pay- 
ment on a 1956 Ford. The sales- 
man told him that he could 
not get the insurance on the 
Ford that night and did not 
have a spare tire or jack avail- 
able for it at that time. He 
said he would take care of those 
things the next day. Mean- 
while, he suggested that the 
visitor take a 1951 Buick for 
transportation overnight. The 
salesman wrote out a car order 
and bill of sale for the Buick 
for the visitor to sign “in case 
he was picked up by the po- 
lice.” The next day, the visit- 
or drove the Buick back to 
the lot and asked for the Ford. 
He was told, “You didn’t buy 
a Ford, you bought this Buick.” 

The verbal assurances trick 
—A man paid $300 on what he 
thought was an all-cash deal. 
He noticed on the contract a 
provision for eight payments 
of $50 each. When he asked 
about them he was told that 
some earlier customer had 
owed that but he wasn’t to 
pay any attention to it. He 
didn’t until he found he 
couldn’t get the title to the car 
until he paid another $400. 

The tricks are endless. 


There’s the one about the 
stenographer being out to 
lunch. The purchaser in a 
hurry is told to sign his name 
to the contract and the ste- 
nographer will type it up when 
she comes back. The terms of 
the completed contract bear 
little resemblance to what the 
purchaser bargained for, but 
his signature is on it. 

One contract in the com- 
plaint files featured a scrawl 
so tiny you couldn’t read it 
without a magnifying glass. It 
was further obscured by the 
fact that it was written across 
a dark line separating one set 
of provisions from another. 
Under a magnifying glass, it 
showed up as “pick-up pay- 
ment, $600”. The customer 
didn’t even know it until his 
car was repossessed for failure 
to pay it. 

The broken pencil trick—If 
the arithmetic on the contract 
looks odd and you take out a 
pencil to figure it up for your- 
self, the salesman will borrow 
the pencil and break the point 
before you get to the final 
addition. 

The most frequently reported 
gimmick is the practice of fold- 
ing over the contract or obscur- 
ing it with another piece of 
paper so that all the purchaser 
sees is the line for his signa- 
ture. 

Most often covered is this 
warning that the District re- 
quires every dealer to put on 
his conditional sales agree- 
ment above the customer’s sig- 
nature: 

“Notice to Purchaser: It is 
against the law for the seller 
to permit or request you to 
sign this document before all 
blanks above have been filled 
in by the seller and he has 
signed this paper certifying 
that the above information is 
correct.” 
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To Avoid Car Gyp 
Read Full Contract 


By MIRIAM OTTENBERG 
Star Staff Writer 

The dealer’s reputation and 
honesty, says the Better Busi- 
ness Bureau, are your best pro- 
tection in buying a used car. 

But how can you tell who is 
honest? How can you protect 
yourself against unscrupulous 
dealers? 

The Star’s.study of com- 
plaints indicated that the ma- 
jority of the Washington used 
car dealers are free of com- 
plaints: that only a handful 
are swindling the public. 

For that handful, however, 
business is booming. They lure 
car buyers with the biggest bar- 
gains. They wind up with the 
biggest profits—not from the 
sale of the car alone but from 
forfeited down payments and 
a happy arrangement with the 
finance company with which 
they are closely associated. 

The Star asked tHe Better 
Business Bureau, the District's 
license enforcement branch, 
bankers and executives of na- 
tionally recognized finance 
companies how used car buyers 
can best protect themselves. 
These are the answers: 

Pick a reliable dealer. New 
car dealers who take used cars 
in trade and sell them are 
franchised or authorized deal- 
ers. Their franchise is too valu- 
able to lose through shoddy 
dealings. Many used car deal- 
ers have been in business here 
for many years and have a 
reputation for honest dealing. 

If in doubt, ask the District's 
license enforcement branch. In- 
vestigators can tell you the type 
and number of complaints 
against certain dealers. 

Watch their advertising. As 
the Better Business Bureau 
says, “A dealer who exagger- 
ates or misstates in his adver- 
tising is likely to exaggerate or 
mislead in his selling.”” Unethi- 
cal dealers use “bait” advertis- 
ing to get you on their lot. They 


advertise a car at less than 
prevailing rates to attract cus- 
tomers, but that car has al- 
ways been sold before you get 
there. Then, they switch you 
to another car. This is called 
“bait and switch” advertising. 

Avoid dealers who give the 
impression of offering “repos- 
sessed” cars at bargain prices. 
The fact that a car is reposses- 
sed doesn’t make it better or 
cheaper than any other used 
car. In fact, legitimate used car 
dealers say they do not adver- 
tise repossessed cars because 
they are no bargain at any 
price. 


Beware $1 Down 


Be wary of $1 down promises. 
If you plan to get your car 
financed, you can’t do it for $1 
down. One way or another, 
you're going to have to raise 
about one-third of the car’s 
value before it can be financed. 

Don’t buy a car if you don’t 
have that kind of down pay- 
ment and don’t borrow in order 
to meet the down payment. If 
you do, you'll have to pay off 
two loans at once—no matter 
what the dealer may tell you 
while he’s selling. 

Insist that you try out the 
car yourself on a test run be- 
fore agreeing to buy it. And 
don't sign anything before you 
make that trial drive—even if 
the driver tells you the paper 
is just for insurance purposes 
or to keep you from being 
picked up by police. 

Don’t sign a contract without 
reading it. As law enforcement 
officers say repeatedly, “Once 
he signs, he’s on his own. No- 
thing can be done. He’s had it.” 


All Blanks Filled 


Be sure that every blank is 
filled in—either with a figure 
or the word “none.” A thin line 
through a blank or an X can 
easily be turned into figures 
you don’t want. 
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Don’t make a down pay- 
ment until you know what all 
the charges will be. A legitimate 
dealer will return the down- 
payment if he can’t get the 
balance financed. An unscrupu- 
lous dealer—no matter what 
he tells you in advance—will 
not return the down payment. 
if he can’t get the contract 
financed on the down payment 
you have offered, he will insist 
that you borrow more or accept 
a beat-up car you don’t want. 

Don’t be misled by small 
monthly payments. The finance 
company will only finance the 
loan for a specified period, de- 
pending on the age of the car. 
To keep the loan within that 
period and pacify you with 
small monthly payments, the 
dealer will either require a 
arge “pick-up payment” with- 
in a few days or add a “balloon 
payment”— a large lump sum 
—after you've been making 
payments, for two years. 

Read all the papers you are 
asked to sign—even if you're 
told they’re simply duplicates 
of the original. If the copies 
have not been filled in when 
you sign, any one of them can 
be written into a new and more 
costly contract. Or you may be 
signing a mortgage on your 
home. 

Don’t trust verbal guarantees. 
One man was told he would be 
given three new tires. He wound 
up by paying for them himself. 

Don't trust figures on a sepa- 
rate unsigned sheet. They don’t 
mean a thing unless they ap- 
pear on your contract. 


Don’t authorize life, health 
and accident insurance unless 
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you want to buy it from the 
insurance company represented 
by the dealer or the finance 
company. You don’t have to 
take it from: him. You may get 
it cheaper elsewhere and you 
may not need as much cover- 
age as he provides, 


Exact Copy 


Don’t sign your name or 
initials in the margin on the 
side of the contract unless it’s 
immediately after something 
already written there. An un- 
scrupulous dealer can stick in 
an extra “pick-up payment” if 
he has the space to do it. 

Don't sign the contract if the 
price is different from the one 
quoted or if the payments are 
not what you agreed to. Be 
sure the contract specifies what 
the dealer is supposed to do 
and what you are able to do. 

Insist on an exact copy of 
the contract before you leave 
the used car lot. Don’t let the 
dealer put you off by saying he 
left it in the glove compartment 
or will mail it later. Look over 
the copy before you take the 
car off the lot and be sure it 
is an exact copy of what you 
agreed to. 

Always have soine one with 
you who can also read, write 
and understand. Don’t let the 
“clase-out man” get your wit- 
ness out of the room at the 
crucial moment. If you have 
been gypped and want the 
dealer prosecuted, it’s only your 
word against his written con- 
tract unless you have a witness 
to back up your side of the 
story. 


NOY. 6, 1959 


Misleading Ads Draw 
Trusting to Car Lots 


By MIRIAM CTTENBERG 
Star Staff Writer 

Misleading advertisements 
that lure the trusting to the 
lots of unscrupulous used car 
dealers are blamed by law en- 
forecment officials and legiti- 
mate dealers alike for nourish- 
ing the used car racket here. 


Ironically, the dealers com- 
plained about most often for 
gypping customers frequently 
display the largest newspaper 
ads. 

An investigation made for the 
Committe on Bait Advertising 
of the Automotive Trade As- 
sociation National Capital Area 
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convinced investigators that tne 
cars featured in some of these 
ads either are not for sale 
or are such junk that nobody 
wants them. 


Armed forces police can pro- 
duce case after case where 
servicemen from all over the 
Eastern Seaboard have come 
to Washington to buy cars be- 
cause of ads by unscrupulous 
dealers {n newspapers circu- 
lated at service installations. 

In addition to bargain cars, 
servicemen have been promised 
free transportation to Wash- 
ington, a dinner and hotel room 
overnight and “world wide fi- 
nancing” of their purchase. 


A serviceman who reminded 
a dealer about his free trans- 
portion promise was told the 
cost of transportation to Wash- 
ington had been deducted from 
the price of the car. A service- 
man who tried to collect on the 
dinner and free hotel room was 
told that the hotel was full 
but the dealer would pay for 
his tags. The serviceman wound 
up paying for his own tags. 


Advertisements for ‘“world- 
wide financing” and promises 
that “we can finance you with- 
out restriction regardless of 
where you are stationed” imply 
that the serviceman can ship 
his car overseas without trouble. 


In the fine print on the back 
of the conditional sales con- 
tract, however, is a provision 
that the car cannot be taken 
out of the place of residence 
without the written consent of 
the seller or assign (the finance 
company) until all payments 
are made and title is vested in 
the purchaser. 

The military will not ship a 
car overseas without a clear 
title or a waiver from the fi- 
nance company. When the serv- 
iceman believes an unscrupu- 
lous dealer’s advertisement 
about “world-wide financing” 
and requests the waiver from 
a finance company that doesn’t 
have overseas connections, he 
is usually told: “We won't let 
you take the car out of the 
country until you pay it off.” 

The investigation of “bait 
advertising” for the Automo- 
tive Trade Association focussed 
on cars advertised far below 
the wholesale prices for these 
cars. 
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In a check of 100 advertised 
“bargains,” 31 per cent of the 
“bargain” cars were rated as 
im very poor condition and 37 
per cent in poor condition. In 
74 per cent of these cases, the 
salesman was not interested in 
selling the advertised car—in 
many instances, talking the car 
down to the point where no 
one would consider buying it. 

In 89 per cent of the cases, 
no guarantee was offered. In 
76 per cent of the cases, no 
demonstration was offered—in 
fact, the car frequently couldn’t 
be driven. In 11 instances, the 
car was not available for sale. 

“Advertising is expensive,” 
commented a committee offi- 


cial. “Why would they adver- 
tise junk—except to get people 
on their lot to sell them some- 
thing else?” 

Association officials have con- 
ferred with the prosecutor on 
false advertising but have run 
into the question of proof. If. 
for instance, a dealer refused 
to sell an automobile for o 
excuse or another, it woul 
have to be proved that the 
dealer wouldn’t sell it because 
he wanted to continue to use 
it as a come-on. 

If the advertised car really 
is a bargain, investigators 
found, the unscrupulous dealer 
has no intention of selling it 
at that price. If the buyer per- 
sists, the salesman goes through 
the motions of closing the deal 
—only to be interrupted dra- 
matically at the last moment by 
another salesman who says the 
car already has been sold. 
Where is the proof that the car 
was a come-on? 

The association also has 
made repeated efforts to per- 
suade Washington newspapers 
not to accept misleading ad- 
vertising by unscrupulous used 
car dealers. 

The Star, which consistently 
requires that any car advertised 
below the wholesale price must 
carry a detailed description of 
its defects, is rarely approached 
by the most complained about 
used car dealers. 

Enforcement officials object 
to the credit come-ons in the 
advertising of the most com- 
plained about dealers. Here are 
some of the phrases they object 
to and why: 

1. “No down payment” or $1 
down. You can’t buy a car for 
$1 down unless you can pro- 
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duce the entire cash balance 
within a few days—and the 
dealers controlled by finance 
companies don’t want cash 
deals. If the car has to be 
financed, you have to produce 
a down payment of about one 
third of the value of the car be- 
fore the finance company will 
touch it. 

2. “Take over payments and 
assume balance due” on repos- 
sessed cars. You can’t simply 
take over the old contract and 


continue the payments for 
several reasons. First, a new 
contract must be written. 


Secondly, the dealer would have 
nothing to protect himself with 
if you didn’t produce enough 
of a down payment to give you 
an equity in the car. The only 
exception is the arrangement 
where a previous owner signs 
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an agreement transferring the 
contract. Even here, some equity 
is usually demanded. This 
doesn’t happen in the course of 
juggling repossessed cars from 
owner to finance company to 
dealer to another owner. 

3. “No payment until 1960”— 
The statement of advertising 
principles of the National Auto- 
mobile Dealers Association 
specifies that where an adver- 
tisement calls for no down pay- 
ment before 45 days or longer, 
the ad should stipulate the 
amount of down payment 
necessary to make the trans- 
action. In some cases here, the 
ad gives the impression that 
you can put $1 down and not 
pay another cent on your car 
until 1960. Try it sometime. 


NOY. 7, 1959 


Used Car Financing 
Squeezes Purchaser 


By MIRIAM OTTENBERG 
Star Staff Writer 


In less than five years, Wash- 
ington has become the happy- 
hunting-ground for a new 
breed of finance companies out 
to squeeze exorbitant finance 
and insurance charges from 
used car buyers. 


Curbed in Maryland by a 1954 
law fixing rates for financing, 
they have shifted their scene 
of operations to Washington. 

They have set up a network 
of used car lots serving as 
“fronts” for finance companies. 
‘Several of them also control 
insurance companies, insurance 
brokerage agencies and small 
loan establishments. 

The most complained about 
used car dealers—a small mi- 
nority of the dealers here— 
have all started doing business 
here since 1955. They control or 
are controlled by equally recent 
finance companies. 

The District’s corporation rec- 
ords show that Baltimore res- 
idents are prominent among 
the officers and incorporators 


of both the most complained 
about used car firms and the 
finance companies that handle 
their “paper’’—the notes signed 
by used car buyers. 

The records also show that 
some of these dealers were orig- 
inally incorporated in Mary- 
land and got their training in 
a Maryland finance company. 
As laws in Maryland grew pro- 
gressively tougher—and are 
even now being re-examined— 
the dealers migrated to Wash- 
ington. 

The tie-up between the most 
complained about dealers and 
their finance companies is so 
close that several of the finance 
companies have operated from 
the used car lots until they 
made enough money to move to 
their own quarters. 

One dealer used a finance 
company to harass a used car 
buyer before the contract even 
was assigned to that finance 
company. 

One man’s background and 
holdings are typical of the 
close association between used 
car lots and finance companies: 
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He was formerly employed 
by a Maryland finance com- 
pany. When the Maryland firm 
set up a finance company here 
in 1955, he worked for it. He 
was also secretary-treasurer of 
a Maryland-incorporated used 
car firm and owned a 50 per 
cent interest in another Mary- 
land - incorporated used car 
firm—both of which moved into 
Washington at about the same 
time. 

In 1956 he became president 
of a new finance company or- 
ganized here. At the same time 
he became secretary-treasurer 
of a new agency serving as an 
insurance broker for policies 
written for the finance com- 
pany’s customers. 

A year later the finance 
company established as a wholly 
owned subsidiary an insurance 
company organized in a South- 
western State. The insurance 
company is not licensed to do 
business here but reportedly 
gets the Washington business 
by reinsuring policies for firms 
licensed to trade here. 


Dealer Explains 


He has now become president 
of another finance company. 
One of the other stockholders 
in this newly organized com- 
pany is a Baltimorean con- 
nected with two other used car 
lots established here within the 
past year. 

What do the most complained 
about used-car dealers and fi- 
nance companies get out of 
these interlocking setups? They 
get the used-car buyer coming 
and going. 

One of the notorious used- 
car dealers boldly explained it 
himself the other day when a 
legitimate dealer asked him 
how he could afford to pay so 
much for cars bought in whole- 
sale lots. 

“Oh, we make our money out 
of finance charges,” he replied 
airily. 

He went on to say that he 
usually gets the cars back 
pretty quick when buyers are 
stuck with “pickup payments” 
they can’t meet. 

The tie-ups between dealers, 
finance companies and wholly 
owned insurance companies 
work this way: 

The dealer induces the used 
car buyer to get a substantial 
loan for a down payment. 
Then the dealer writes a con- 


tract with a finance charge at 
che rate of 20 per cent or more 
a@ year, credit life, health and 
accident insurance charges at 
double or more the usual rate 
and a “schedule of irregular 
payments” that may include 
several $100 lump-sum pay- 
ments in addition to the regu- 
lar monthly payments. 

The dealer assigns the in- 
flated contract to his partner, 
the finance company. Frequent- 
ly it is not until the used car 
buyer gets his notice from the 
finance company that he real- 
izes he has been “hooked” by 
an unscrupulous dealer. 


Lapse Loses Car 


The finance company lets 
the buyer keep the car for a 
few months to sweeten the deal. 
Then, if the buyer is one day 
late in making his monthly 
payment—or runs head-on in- 
to an unexpected lump-sum 
“irregular payment,” the fi- 
nance company snatches the 
car, A typical buyer reported 
that he got to the finance of- 
fice too late on a Saturday to 
make his payment and figured 
he would make it on Monday 
because the office was closed 
on Sunday. On Sunday night 
his car was repossessed. 

The finance company then 
either charges a $50 fee before 
the buyer can get his car back 
or promptly sells it for only a 
fraction of the cost to the same 
dealer or another one also as- 
sociated with the same finance 
company. Then the owner who 
lost his car is sued for the dif- 
ference between what he owed 
and what the finance company 
got for the car. At the same 
time, the dealer now owning 
the car sells it and the business 
starts all over again. 

The same car may be sold a 
dozen times. One car bought 
for less than $1,000 wholesale 
may put $12,000 into the pock- 
ets of used car dealers and 
their partner, the finance com- 
pany. 


Vicious Circle 


Each time, the dealer gets 
the cash price of the car minus 
whatever he paid for it. The 
finance company gets the fi- 
nance charges, the unused in- 
surance premiums and its cut 
on the insurance. 

It is because of this vicious 
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circle that the legitimate new 
and used car dealers, the long- 
established finance companies 
and banks and District law en- 
forcement officers want reme- 
dial laws and regulations. 

Maryland and nearly 30 
other States fix the rates that 
finance companies can charge 
for financing automobiles. In 
these States, the finance com- 
panies are licensed and closely 
supervised. 

Virginia does not have a law 
licensing finance companies but 
protects itself by close regula- 
tion of automobile dealers and 
their salesmen—including the 
requirement that they be of 
good character. 

In 1959 alone, 11 States en- 
acted laws to control credit life 
insurance. Two States enacted 
similar legislation in 1958. Two 
other States recently adopted 
extensive regulations along the 
same lines. 

How does the District com- 
pare? 


No D. C. Law 
The District has no law li- 
censing or regulating finance 
companies. On the other hand, 
it is bound by a court decision 
saying that finance charges are 


not interest and cannot be 
controlled by the District's 
usury laws. 

The District does license 
automobile firms, but it has no 
requirement that dealers be of 
good character and it does not 
require licenses of used-car 
salesmen. Thus, an attorney 
for one of the most complained 
about used car firms tried to 
explain away some of the more 
serious complaints by saying 
the offender was a salesman 
no longer employed by that 
firm. The salesman is now 
working for another used cai 
firm 


As for regulating credit life 
insurance, the District did send 
a bill to Congress last April 
aimed at controlling this area 
of exorbitant profits, but no- 
body pushed it and it has not 
yet gotten out of committee. 
The bill is similar to the one 
that 11 States thought was 
essential in their last legislative 
session. 

These are among the reasons 
why unscrupulous dealers and 
their associated finance and 
insurance companies have 
stayed within existing District 
laws as they preyed on their 
trusting victims. 


AFTERMATH... 


Within a week after the fore- 
going articles appeared: 


A crash program to curb the 
used car racket in Washington 
was ordered by the president of 
the Board of Commissioners. 
He told the corporation coun- 
sel’s office to report promptly 
on what could be done immedi- 
ately through regulation and 
what required legislation. 

The Automotive Trade Asso- 
ciation, National Capital Area, 
urged the Commissioners to fol- 
low the example of other States 
in controlling finance charges 
and offered its whole-hearted 
co-operation in any move for 
corrective action. 

The District's license enforce- 
ment branch forwarded to the 
superintendent of licenses and 
permits its recommendations 
for laws governing finance 
charges, controlling used car 


salesmen and requiring dealers 
to post a performance bond. 

The Federal Trade Commis- 
sion ordered an investigation 
of come-ons used by unscru- 
pulous used car dealers in 
Washington to lure prospective 
buyers. 

The National Automobile 
Dealers. Association issued a 
statement praising The Star’s 
expose and threw its support 
behind clean-up efforts. 

The District Council on Law 
Enforcement — established by 
Congress to be the “watchdog” 
over Washington crime—de- 
cided to conduct its own inves- 
tigation of the used car racket 
The council, headed by the 
United States attorney, called 
a hearing to get testimony from 
victims of the racket and offi- 
cials responsible for enforce- 
ment. The goal: A concerted 
effort to drive used car pirates 
out of Washington. 
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MIRIAM OTTENBERG, 


author of “Buyer Beware,” has delved into 
many phases of crime, Communism and 
corruption. 


She covered the Senate investigations 
of the dope traffic and campaigned for 
strengthened narcotics laws. She covered 
and interpreted the tindings of the Ke- 
fauver Committee in its expose of crime 
syndicates and dug into the activities of 
the “five percenters.”’ 


Her investigations in the Nation’s Cap- 
ital have led to more law enforcement tools 
against gamblers and other violators as well 
as pioneering laws in the fields of mental 
illness, sexual psychopaths and mandatory 
commitment of the criminally insane. Her 
exposes have ranged from a multi-state 
abortion ring to phony marriage counsellors. 


In an unprecedented tribute to a news- 
paper reporter, the law enforcement com- 
munity and civic leaders gave a party in her 
honor in 1958. She was presented with a 
plaque signed by the Attorney General of 
the United States, Congressional leaders, 
judges and the chief of police. 
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ELSEWHERE... 


Buyers are better protected against used car 
“gimmicks” in some states. 





AUTO FINANCING CHARGES ARE 
REGULATED IN THESE STATES: 





Arkansas Louisiana New Mexico 
California Maine New York 
Colorado Maryland North Dakota 
Connecticut Massachusetts Ohio 
Florida Michigan Oregon 
Indiana Minnesota Pennsylvania 
lowa Mississippi South Dakota 
Kansas Montana Utah 
Kentucky Nebraska Wisconsin 
Nevada 





Auto dealers have to post bond or 
meet character requirements to get and 
keep their licenses or risk loss of their 
licenses for fraud in these states: 





Arizona Maryland Oklahoma 
Arkansas Massachusetts Oregon 
California Michigan Rhode Island 
Colorado Nebraska South Carolina 
Florida Nevada Tennessee 
Hawaii New Mexico Utah 

lowa New York Virginia 
Kentucky North Carolina Washington 
Louisiana Ohio Wisconsin 





Auto salesmen have to be licensed or 
their dealer-employer is specifically 
made liable for their acts in these states: 





Arkansas Louisiana Oklahoma 

California Maryland Tennessee 

Colorado Nebraska Utah 

Howaii Nevada Virginia 

Kentucky North Carolina Wisconsin 
Ohio 





. . - Compilation by 
National Automobile Dealers Association 
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Mr. Korman. Some of the—may I go through these other par- 
ticular items that we were discussing that the Commissioners would 
be particularly authorized to enact, but would not be a limitation 
on—they will, of course, affect other things, ‘‘establishing maximum 
delinquency, collection, repossession, and other charges.” That 
would take care of the unconscionable charges that we have heard of 
in repossession cases. 

Specifying the types and maximum amounts of insurance which 
may be required, at the expense of the retail buyer, to protect from 
loss the seller in a retail installment transaction or his assignee or any 
other person entitled to payments from a retail buyer under an 
instrument of security. 

We have heard of instances where sellers of cars have required 
buyers to take all sorts of insurance at tremendous rates, which is 
unconscionable. 

The next section numbered (vi) is one that Mr. Bryan will tell you 
more about. We are asking that it be amended from its present 
drafted form. It would have to do with the manner and methods of 
sale or disposition of repossessed motor vehicles so that one who 
repossesses a car will not be able to, in effect, pass it to a friend or a 
friendly competitor at a price that is unconscionable and attempt to 
hold the purchaser for the balance on the note. 

The seventh one would permit regulations requiring the production 
of books and records of those engaged in the business, so that we 
could go into this matter carefully and investigate reports of improper 
transactions. 

One of the things that we hope to take care of is the matter of what 
is called pickup payments, which I think Mr. Dowdy alluded to under 
which when the advertised downpayment is only $5, the buyer is 
required to come back and pay a large sum beyond that. That, in the 
trade, | understand, is referred to as a “pickup payment,” that is to 
pick up the downpayment to an amount which is equal to that 
required in order to finance the balance. 

here a number of others that have to come to our attention, but 
they are all, or almost all, set forth in the pamphlet which has been 
put in evidence. 

Other things are provided for in the bill. I mentioned the bond— 
there is a limitation on the bond that the Commissioners can require 
of $25,000. It does, however, provide that if there is a suit or claim 
against that bond, the Commissioners may, in separate instances 
where they believe that the public protection has been lessened, 
require by notice to the licensee that he post an additional bond 
within 30 days to bring it up to the point where the public will be 
protected. 

Another provision of the bill would authorize the Commissioners 
to suspend or revoke licenses. The change from the present law 
is simply by the addition of the word “suspend.” The present 
law is simply by the addition of the word “suspend”, the present 
law authorizes the Commissioners to revoke licenses and while we 
have always thought that the right to revoke includes the right to 
suspend, some question has been raised about it, and we think it 
would be well that the law should spell out that the Commissioners 
have the right to suspend or revoke in given cases, depending on the 
circumstances. 
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It provides, for instance, for public hearings before any of the regu- 
lations that I have spoken of may be adopted so that all in the industry 
and members of the public may have an opportunity to be heard 
concerning them. It provides that no false statements shall be made in 
any of the applications or the papers that will be filed with the District, 
and penalties up to $500 or 6 months, or both, for violation of any 
of the provisions of this law. 

The other provisions in here are rather technical regarding severance 
of provisions, and so on. 

That generally, gentlemen, gives you the highlights of the bill. If 
there are any questions I shall be very happy to answer them if I 
can, or refer to Mr. Bryan or some of the other persons here who are 
equally or perhaps even more familiar with the details of the bill. 

Mr. ABERNETHY. Are there further questions? 

Mr. Smiru. Yes; I have one. 

Mr. ABERNETHY. Mr. Smith. 

Mr. Smiru. About this matter of license—— 

Mr. Korman. Yes, sir. 

Mr. SmirxH. What do you anticipate the license will cost? 

Mr. Korman. I cannot answer that, Mr. Smith, for the reason 
that under the general license law the Commissioners are authorized 
to charge a fee for each license commensurate only with the cost of 
issuing and administering the license in any given case, and it varies. 

Mr. Smiru. Is the basis of this license to police the industry or to 
collect revenue? 

Mr. Korman. Not to collect revenue, only to police the industry. 
It is definitely not a revenue bill, and under the law we are authorized 
to charge only that amount which it is found it costs the District to 
issue the license and police the industry. We cannot make money 
on them, and we don’t want to. 

Mr. Situ. You’ve had a great deal of discussion among the in- 
dustry, you say. Now, I want you to tell me what you think the 
license would be for a car dealer here in the city of Washington. 
You’ve certainly got a better guess than I have. 

Mr. Korman. At the present time, sir, it’s $50 per annum for a 
car dealer. This law largely will apply to finance companies, and 
I am only guessing. I have made no calculation nor do I know that 
anyone else has, but I’m inclined to think that the license fee for a 
finance company will not exceed that of the used-car dealer. I would 
think that $50 a year probably would cover it, but I don’t know. 

Mr. Smiru. How many licenses do you anticipate there will be under 
this law? 

Mr. Korman. For finance companies, I doubt if there will be over 
20 or 25, sir. 

Mr. Smiru. That’s all. 

Mr. ABEeRNeErHY. Are there further questions? Mr. Dowdy. 

Mr. Dowpy. I have none. 

Mr. AsperNneruy. Mr. Bryan, do you have a statement you wish 
to make now? 
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STATEMENT OF IRVING BRYAN, ASSISTANT CORPORATION 
COUNSEL 


Mr. Bryan. Mr. Chairman, I believe that most of the features of 
the legislation have been discussed by Mr. Korman. However, 
it might be well, if the committee cares to indulge me, to orient 
the situation insofar as the authority of the Commissioners, which they 
presently have, plus the authority that the bill would give them is 
concerned. 

Mr. ABERNETHY. All right. 

(Mr. Korman departed the hearing.) 

Mr. Bryan. The Commissioners now have authority under the 
License Act of 1932 to require licenses of businesses in addition to 
those which are specifically enumerated in that act, and to make 
regulations governing the operation and conduct of those businesses 
which they might require to be licensed. The Commissioners, as 
has been stated, have authority to fix the license fee for these busi- 
nesses that they might license. They do not have authority to 
require bonds and, in the case of finance charges in connection with 
installment sales of motor vehicles, they do not have authority to fix 
the maximum rate which may be charged. 

The primary purposes of this bill are to give the Commissioners 
authority, or rather to fix in the first instance, the maximum rate 
which may be charged in connection with the installment sale of motor 
vehicles. It gives the Commissioners authority thereafter to change 
the maximum, either up or down, in accordance with the provisions of 
the bill after they have made investigations of changes in conditions— 
economic conditions—and after holding hearings. And for the pur- 
pose, as spelled out in the bill, they may redetermine or refix the maxi- 
mum finance charge, so that the charges would not be so high as to 
constitute an unreasonable economic burden on the purchasers of 
motor vehicles, and would still be high enough to result in a fair 
return on investment to persons engaged in the business of financing 
retail installment transactions in motor vehicles. 

Mr. Downy. Do you feel that it would be possible for these rates 
to be higher than these presented in the bill and not constitute a 
burden upon the purchaser? 

Mr. Bryan. Mr. Dowdy, legally under the language of this bill it’s 
possible. Whether the facts and economic conditions which would 
be ascertained would justify it, I can’t answer. I’m just unable to 
say what the future holds. 

Mr. Dowpy. Here’s the particular wording: 
but not so high as to constitute an unreasonable economic burden on the pur- 
chasers of motor vehicles under retail installment transactions. 

It’s always been my opinion that any interest payment over 10 
percent would be an economic burden which amounts to extortion, 
and I just wondered. 

Mr. Bryan. | just don’t know what the facts developed will justify, 
but I might mention in connection with that, that there are presently 
being charged higher rates now in some of these States. For example, 
in Colorado, the maximum rate is $17 per $100. 

Mr. Downy. To get back to the thing, the answer to that is: One 
wrong thing doesn’t justify another wrong. 
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Mr. Bryan. It’s a matter of judgment. Colorado has one judgment 
and you have another, and [ don’t know what the Commissioners’ 
judgment would be when they come up with the facts that are devel- 
oped ata hearing. The bill is also designed, as Mr. Korman has stated, 
to give the Commissioners authcerity to make regulations in connection 
with the installment sales of motor vehicles. He has gone into those 
in detail. 

The bill is also designed to give the Commissioners authority to 
require bonds of any business licensed under the License Act of 
1932 in a maximum amount of $25,000. 

The bill also authorizes the Commissioners to require an investiga- 
tion fee of an applicant for a license, which fee would be nonreturnable. 

The bill also authorizes the Commissioners to procure and keep in 
force public liability insurance or property damage insurance. These 
items are all connected with the licensing of businesses under the 
License Act of 1932. They are not limited to motor vehicle dealers 
but could be applied to any business licensed under that act. 

I think the other provisions of the bill have been covered, Mr. 
Chairman. 

Mr. ABERNETHY. You have some suggested amendments. I want 
to get those. 

Mr. Bryan. I was coming to those now. May I at this time offer 
for the consideration of the committee a number of amendments, 
primarily for correction of errors or clarification of language, or for 
refinement of language and to better express the intent. Shall I read 
them, sir? 

Mr. ABERNETHY. Yes; it might be well if you did. 

Mr. Bryan (reading): 

On page 3, line 2, following the comma after the words ‘‘motor vehicle’’, insert 
the words “‘including accessories and equipment,’’. 

Mr. ABERNETHY. All right. 

Mr. Bryan. And in connection with that one and associated with 
that amendment, in line 4, the third word, ‘‘accessories’’, should be 
stricken. 

Mr. AperNetHy. What about 4? You say, “the words’’. 

Mr. Bryan. I’m sorry, line 3, I meant to say line 4, strike the word 
‘‘accessories’’. 

Mr. ABERNETHY. I see. 

Mr. Dowpy. Strike “‘accessories”’ and comma. 

Mr. Bryan. ‘‘ Accessories”? and comma in line 4 should be stricken, 
that’s in line with the first amendment. 

In line 3 the word ‘‘contracts” should be stricken and the word 
“contract” inserted, singular. 

Mr. Downy. Strike the ‘s’ out of it? 

Mr. Bryan. Right. 

Mr. ABERNETHY. All right. 

Mr. Bryan. In line 8 strike the words, ‘“‘or to be performed” and 
in the same line following the word “ District’”’ insert, ‘‘or entered into 
by a seller licensed or required to be licensed by the District,”’. 

Mr. ABERNETHY. Have you supplied a copy of these amendments 
to the clerk? 

Mr. Bryan. I haven’t done so but I will. 

Mr. AspeRNeETHY. You will do so. All right, sir, proceed. 

Mr. Bryan. Line 10, following the word ‘“‘lien”’ insert ‘‘on’’, o-n. 
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Mr. AperRNetHY. All right. 

Mr. Bryan. Page 4, line 3, change ‘‘section”’ to ‘‘act’”’. Lines 4 and 
5, the last two words on line 4 strike and also strike the first three 
words on line 5. Line 6 strike “schedules” and insert “‘schedule”’ 
singular. 

Mr. ABERNETHY. All right, sir. 

Mr. Bryan. Page 5, lines 11 and 12 strike, “for retail installment 
trarsactions’’. 

Mr. ABERNETHY. What about the comma? 

Mr. Bryan. The comma should stay in. 

Mr. ABERNETHY. All right. 

Mr. Bryan. Line 18 strike “for retail installment transactions’. 
Line 23 strike “‘transactions’’, and insert ‘‘ contracts’’. 

Page 6, Mr. Korman has referred to this one but I’ll give it to you 
to keep them in order. Lines 19 and 20, in line 19 following the word 
“made” insert ‘“‘in such relative amounts and’’. 

Mr. ABERNETHY. What page? 

Mr. Bryan. This is page 6, line 19. 

Mr. ABERNETHY. I don’t find the word “may.” 

Mr. Bryan. M-a-d-e. 

Mr. ABERNETHY. Oh. 

Mr. Dowpy. “be made in such relative amounts and”’. 

Mr. Bryan. In back of the word ‘“‘made’”’ insert ‘‘in such relative 
amounts and’’. Strike the word “regular” and insert “such”. Fol- 
lowing the word “‘intervals’’ insert ‘“‘as the Commissioners may deter- 
mine’. Strike the words “in substantially equal amounts’’. 

Mr. Dowpy. It will then read—— 

Mr. Bryan. Lines 18 to 20 will then read as follows: “Requiring 
that installment payments under instruments of security be made in 
such relative amounts and at such intervals as the Commissioners 
may determine.”’ 

Mr. ABERNETHY. All right. 

Mr. Bryan. Line 22, same page, following the word ‘“‘prepaid”’ 
insert “in full’. 

Mr. Dowpy. Wait a minute, where is that? 

Mr. Bryan. Line 22 on page 6, following the word “prepaid” 
insert two words “‘in full”. In line 25 strike ‘in whole or in part’. 

The next amendment is page 7, strike lines 9 through 14 and insert, 
I have it written out here which I will hand to the committee, and 
insert in lieu of the language stricken, ‘“‘(vi) respecting the manner 
and methods of the sale or disposition of repossessed motor vehicles 
under such conditions, including, without limitation, rights of re- 
demption, as the Commissioners deem advisable.”’ 

On page 7, line 24 following the words “authorized by’’, insert 
“this Act or by’’. 

Mr. ABERNETHY. Give me that citation again. 

Mr. Bryan. Page 7, line 24. 

Mr. Asernetny. All right. 

Mr. Bryan. Following the words “authorized by’’—— 

Mr. Asernetsy. All right. 

Mr. Bryan. Insert “This Act or by’’. 

Mr. Apernetay. All right. 

Mr. Bryan. Page 8, line 3, strike ‘‘classify transactions’. 

Mr. Downy. Leave ‘‘to’”’ in? 
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Mr. Bryan. Yes, sir, leave ‘‘to” in. Strike “classify transactions” 
and then insert, ‘‘make reasonable classifications’. 

On page 9, line 3, strike “dealer, salesman,”. On page 9, following 
line 15, insert a new sentence which I have written out here [distribut- 
ing documents] which reads: “Any of the authority granted in the 
preceding pragraphs numbered (1) through (4) may be exercised with 
respect to only such type or class, or types or classes, of licenses as 
the Commissioners may from time to time determine.” 

Mr. ABERNETHY. Does that become a part of subsection (4) there? 

Mr. Bryan. That is intended to be a sentence coming out to the 
far left-hand margin so it will be really a part of subsection 3(a) and 
not a part of paragraph 4. 

Mr. ABERNETHY. Isee. Actually then, that refers back to the basic 
language of section 3. 

Mr. Bryan. Of subsection 3(a), right. 

Mr. ABERNETHY. Subsection 3(a). 

Mr. Bryan. Yes, sir. 

Mr. ABERNETHY. All right. 

Mr. Bryan. Page 9—— 

Mr. ABERNETHY. I don’t know, I guess that’s good drafting, but 
what you have done in effect, you have separated subsection 3(a)— 
all right, all right. 

Mr. Bryan. The next amendment is page 9, line 19, strike ‘dealer, 
salesman,’’. 

Mr. Apernetny. All right. 

Mr. Bryan. The next one is page 19, line 1, strike ‘dealer, sales- 
man,”’. Page 10, line 5, following the words ‘applicable to’”’ strike 
the article ‘a’ and insert ‘“‘the’’. 

The same page, line 8, strike ‘‘required’”’ and insert “authorized”’. 
Lines 11 and 12, strike the last word, the article ‘‘a’”’ in line 11 and all 
of line 12, and insert in lieu thereof, ‘‘or of any”’. 

Mr. ABERNETHY. All right. 


Mr. Bryan. Page 11, line 11, the word ‘“‘of’’, strike the word ‘“‘of”’ 


and insert “fixed for’’. 

That is all of the amendments which we have to offer at this time, 
sir. 

Mr. ABERNETHY. I understood Mr. Korman to say that you had 
some language to offer for section 6. 

Mr. Bryan. Mr. Korman, I believe, did say section 6. What I think 
he had reference to was the language on page 7, beginning in line 9, 
which is a paragraph designated as ‘‘(vi)’’ which he referred to as “6.” 

Mr. ABERNETHY. Oh, oh, I see, I see. 

Mr. Bryan. Which I have offered an amendment for. 

Mr. ABERNETHY. Are there further questions of Mr. Bryan? 

Mr. Dowpy. I have none. 

Mr. Situ. I have. 

Mr. ABernetsY. All right, Mr. Smith. 

Mr. Situ. Did I understand you to say there would be a separate 
charge made for the investigation? 

Mr. Bryan. Mr. Smith, the bill authorizes the Commissioners in 
connection with applications for license by any applicant for a license 
under the License Act of 1932, that’s, generally speaking, called the 
Business License Act. The Commissioners would be authorized, but 
not required, to make a charge. 





an 





AUTOMOBILE FINANCING 41 


Mr. Smitu. Then there would be two charges, one for the license 
and one for the investigation of license whether it should be granted 
or not; is that correct? 

Mr. Bryan. That is possible. The investigation fee that this lan- 

uage contemplates would not be returnable. The license may not 

o granted, sir. In the meantime, the government of the District 
would have gone to some expense to make the investigation. The 
theory is that the investigation fee, having been earned, whether the 
license is issued or not, should be retained. 

Mr. Smiru. Then it isn’t true to say that a license might cost $50; 
it might cost $150 if the Commissioners wanted to charge $100 for 
the investigation. 

Mr. Bryan. The Commissioners would not have an unlimited 
amount of authority in that respect. The language of the bill says 
that they would be authorized to charge a fee to cover the cost of 
investigating. I mean, if the cost was $100, as they estimated it, 
they would have to act within reason. Then it could be that cost, 
whatever that cost is. 

Mr. Situ. I don’t see where there’s any limit to what the license 
should cost and the investigation should cost. 

Mr. Bryan. I think it’s limited by the language of the bill. It’s 
limited by the cost. 

Mr. Situ. But if you pay a man a certain salary to go out and 
make an investigation, certainly if you only have 25 licenses, you’re 
going to have to pay for that investigation. 

Mr. Bryan. Mr. Smith, may I point out, sir, that this language we 
are referring to covers the License Act of 1932, under which some 80 
categories of licenses are presently issued. This language could apply 
to any one or more of those categories. It isn’t limited to the finance 
companies. If there were a category of licenses where only 25 appli- 
cants for licenses existed, I don’t know that the cost of the time for 
an employee to investigate those would be exclusively allocated to 
that. It would have to be allocated, it seems to me, on a time basis 
expended in investigating the applicants for the license. 

Mr. Smiru. I just don’t like giving blanket authority to any reg- 
ulatory body, because I know what happens. 

Mr. Bryan. May I also point out, sir, that the investigation fee 
is a onetime fee. I mean, the initial license, the applicant for an 
initial license, is investigated, or would be or could be investigated, 
but on subsequent licenses there would be no need to investigate him. 
Therefore, no subsequent fee. 

Mr. McMiuian. Mr. Chairman. 

Mr. Apernetuy. Mr. McMillan. 

Mr. McMiuan. Mr. Bryan, what is the average cost of investigat- 
ing the present licensed business establishments? 

r. Bryan. Mr. MeMillan, I’m sorry I just can’t answer that. 
Mr. Nottingham, the Superintendent of the License Department, is 
here. Maybe he can help us. 

Mr. AseRNETHY. Can you answer the question, Mr. Nottingham? 

Mr. NorrincHam. The Congress set the fee for investigating a 
similar license, pawnbrokers, at $50. This is the initial investigating 
fee, and we find $50 does cover the initial investigation. We’ve asked 
for no additional help. We intend to absorb it with the personnel 
we have at the present. 
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Mr. AperNetHY. Do you think you can absorb it? 

Mr. Nortincuam. I think so. 

Mr. Aspernetny. Are there further questions? 

Mr. Dowpy. Yes. 

Mr. Asernetuy. Mr. Dowdy. 

Mr. Downy. I thought of one, maybe it’s two. Does this bill 
contain a ‘‘grandfather’s’”’ clause, and should it or should it not? 

Mr. Bryan. The bill does not contain a “grandfather’s” clause. 
I have not had occasion heretofore to give any study to the problem. 
My curbstone answer to your question, sir, would be that it should not. 

Mr. Dowpy. I wasn’t expressing an opinion. I was just trying to 
get some information. I don’t know either. That’s all. 

Mr. Apernetuy. Mr. Bryan, I would like for you to insert in the 
record in your testimony the report of the Commissioners on this 
legislation. 

Mr. Bryan. Yes, sir. 

(Discussion off the record.) 

Mr. Asernetuy. Thank you very much, Mr. Bryan. 

Mr. Bryan. Thank you, Mr. Chairman. 

(The report of the Commissioners reads as follows:) 


JANUARY 21, 1960. 
Hon. Jonn L. McMILtan, 
Chairman, Committee on the District of Columbia, 
U.S. House of Representatives, Washington, D.C. 


My Dear Mr. McMi tan: Pursuant to your request, I am transmitting 
herewith a draft of a bill which fixes a ceiling on finance charges which may be 
made for motor vehicles sold on a time installment basis and gives to the Com- 
missioners authority, in addition to that which they presently have, to enable them 
“ieee regulate the conduct of persons engaged in the business of selling motor 
vehicles. 

The Commissioners presently have authority under the License Act of 1932 to 
require licenses of persons engaged in the business of selling motor vehicles. 
They have exercised this authority. They also have issued regulations on the 
subject and proposals have been made to expand the regulations. Certain of 
these proposals will be taken under consideration at a public hearing to be held 
by the Commissioners on January 22. The Commissioners also have authority 
to require licenses of persons engaged in the business of financing the sale of motor 
vehicles as distinguished from dealers in motor vehicles. The Commissioners, 
however, do not have general authority to require bonds of persons engaged in 
businesses required to be licensed pursuant to the License Act. The draft bill 
would furnish them with that authority. 

Section 2 of the bill specifies maximum finance charges which may be made in 
connection with the retail installment sale of motor vehicles. The maximum rate 
for new vehicles is $8 per $100 per year; for used vehicles not more than 2 years old, 
$11 per $100 per year; for used vehicles more than 2 years old but not more than 4 
years, $14 per $100 per year; and for used vehicles more than 4 years, $16 per $100 
per year. Section prs authorizes the Commissioners, upon the basis of changes 
in economic conditions determined by them after investigation, to redetermine the 
maximum charges specified in the bill. This latter provision is similar to that con- 
> am in the Pawnbrokers Act, approved August 6, 1956 (Public Law 982, 84th 

ong.). 

Section 2 also gives the Commissioners broad authority to make regulations 
governing the form and substance of instruments of security and other details 
involved in retail installment sales of motor vehicles. The purpose, in general, 
is to give the Commissioners authority to make whatever regulations are necessary 
to protect persons acquiring vehicles ‘‘on time,” including authority to prohibit 
“‘balloon’”’ payments to require refunds of unearned finance and other charges when 
installment payments are made prior to their due dates; to establish maximum 
charges for delinquency in making installment payments, collections and reposses- 
sions of motor vehicles; to regulate the type and maximum amount of insurance 
which a seller may require of a purchaser to protect the seller ' and to require that 


1 This is not intended to supplant the authority sought in legislation pending in the Senate on the subject 
of credit life insurance. 
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repossessed vehicles be sold at public auction after due notice with a right of re- 
demption before sale. 

Other provisions of the bill are intended to aid in the proper administration and 
enforcement of the law and regulations. 

I shall be very happy to furnish you such additional information as I can upon 
your request. 

Sincerely yours, 
Cuester H. Gray, 
Corporation Counsel, District of Columbia. 


(The existing regulations read as follows:) 
C.0. 301,275/37 


GOVERNMENT OF THE District oF COLUMBIA 
EXECUTIVE OFFICES 
Washington, D.C. 


OcroBER 11, 1951. 
REGULATIONS 
For THE CONDUCT OF THE BusINEss OF LICENSED Motor VEHICLE DEALERS IN 
THE District oF COLUMBIA 

ORDERED: 

That the following regulations for the conduct of the business of licensed motor 
vehicle dealers in the District of Columbia are hereby adopted to be effective on 
and after November 1, 1951: 

1. Definitions.—For the purpose of these regulations and whenever appearing 
herein, unless otherwise required by the context— 

(a) The word “‘Person’”’ shall include an individual, firm partnership, joint stock 
company, corporation, association, incorporated society, statutory or common-law 
trust, estate, executor, administrator, receiver, trustee, conservator, liquidator, 
committee, assignee, officer, employee, principal, or agent. 

(b) The word ‘‘Dealer” means a person to whom the Government of the Dis- 
trict of Columbia has granted a motor vehicle dealer license. 

(c) The word “purchaser”? means a person to whom a dealer has sold, traded, 
exchanged or in any other manner conveyed or transferred legal or equitable title 
to a motor vehicle. 

(d) The word “sale” shall include the sale, trade, exchange, barter, and any 
other transaction for a consideration which results in the transfer of legal or equit- 
able title to a motor vehicle by a dealer to a purchaser. 

(e) The words “instrument of security’ shall include any promissory note, 
conditional sale contract, chattel mortgage or other instrument of security for 
the payment of the unpaid balance of the total amount to be paid by the purchaser. 

(f) The word “assign” means any negotiation, sale conveyance or transfer in 
any manner or by any form of an instrument of security. 

(g) The words ‘description of the motor vehicle sold to the purchaser’? mean 
the manufacturer’s trade name, model, year, serial number and motor number of 
the vehicle sold. 

(h) The words “cash sale price of the motor vehicle sold to the purchaser’’ 
mean the total cash purchase price of such vehicle, including allowance for any 
other vehicle accepted in part payment, plus the cash price of all accessories and 
equipment included in the transaction for which the dealer will immediately 
transfer and assign title to such vehicle to the purchaser, free and clear of any 
lien or encumbrance. 

(i) The words “amount of cash down payment made by the purchaser’ mean 
any ony received by the dealer from the purchaser as part payment for a motor 
vehicle. 

(j) The words “amount credited to the purchaser for any motor vehicle traded 
in by the purchaser’ mean the figure representing the value agreed upon by the 
dealer and the purchaser for any motor vehicle or other personal property tendered 
by the purchaser as, and accepted by the dealer in part payment of, the purchase 
price of any motor vehicle. 

(k) The words “total cash price balance” mean the balance of the cash price due 
for which the dealer will transfer and assign the title to the purchaser of the motor 
vehicle for immediate delivery. 

(1) The words “cost of insurance, and summary of insurance coverage’ mean a 
statement as to each type of coverage (as fire, theft, comprehensive, collision or 
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upset, liability), the amount, term and total premium which is included in the 
total amount to be paid by the purchaser; the extent to which each such type of 
insurance will Sroteet the interest of the purchaser; the name of the insurance 
company for whose insurance the purchaser is charged, if known to the dealer; 
and the name of the insurance broker or agent to whom application will be made 
for such insurance. 

(m) The words “all other charges’ mean an itemized list of all other charges 
except finance charges payable to the purchaser, including, but not limited to, 
excise tax, personal property tax, inspection fees, registration fees, license tags, 
notarial, and recording fees. 

(n) The words “amount of finance charges’’ mean the difference between 
“total time price balance due from the purchaser’ and the aggregate of the “total 
cash price balance,”’ plus total of items designated as “‘cost of insurance * * * and 
“all other charges.’’ 

(o) The words “total time price balance due from the purchaser’’ mean the 
total amount remaining to be paid by the purchaser to acquire complete ownership 
of the vehicle, free and clear of all liens or encumbrances of any nature. 

(p) The words “‘terms of payment of such time price balance’ mean the num- 
ber of installment payments to be made by the purchaser, together with a state- 
ment of the amount of each such installment payment to be made by the pur- 
chaser to fully discharge the debt or obligation assumed by him. 

(q) The words “reserves, commissions, or other fees received or receivable by 
dealer’’ mean the total amount of any reserve, commission or rebate, by whatever 
name designated, which will be paid or payable, directly or indirectly to such 
dealer by any person upon the assignment of the instrument of security, or at 
any time. 

2. In the case of a cash sale, all information itemized in captions designated 
(a) through (g) below, shall be furnished in writing to the purchaser by the dealer 
on an invoice. In the case of an installment sale, all information itemized in 
captions designated (a) through (j), below, shall be furnished in writing to the 
purchaser, and shall be set forth on the first page in the body of the conditional 
sale contract immediately above the lines reserved for the signatures of the pur- 
chaser and thesellers. All required captions shall be printed on invoice and condi- 
tional sale contract forms in bold face pica type no smaller than 12 point. 

(a) Description of the motor vehicle sold to the purchaser. 

(b) Cash sale price of the motor vehicle sold to the purchaser. 

(c) Amount of cash down payment made by the purchaser. 

(d) Amount credited the purchaser for any motor vehicle traded in by the 
purchaser. 

(e) Total cash price balance. 

(f) Cost of insurance and summary of insurance coverage. 

(g) All other charges. 

(h) Amount of finance charges. 

(i) Total time price balance due from the purchaser. 

ny Terms of payment of such time price balance. 

he original and all copies of the completed invoice or the conditional sale 
contract, as the case may be, shall bear the certification of the dealer that the 
information contained therein and required by these regulations to be itemized 
as set forth in paragraph 2 hereof, is true. The original invoice shall be delivered 
to the purchaser at the time of sale. The duplicate copy of the conditional sale 
contract shall be delivered to the purchaser at the time the purchaser signs the 
instrument of security. A legible copy of the invoice or conditional sale contract 
shall be retained at the licensed place of business of the dealer in such manner as 
to make all such copies readily accessible for review by the Superintendent of 
Licenses, D.C., or his representative. 

3. In every transaction in which a charge is made by the dealer for insurance, 
in the event the dealer is unable to place the insurance through the agent or 
broker whose name is shown following caption (f) on the conditional sale contract 
or invoice referred to above as “cost of insurance and summary of insurance 
coverage’”’ or in the event any premium quoted the purchaser at the time of sale 
is later determined to be different than that set forth in said document, it shall 
be the duty of the dealer to advise the purchaser in writing within 10 days of 
the date of sale of the name of the agent or broker responsible under the terms of 
section 35-1507(d), District of Columbia Code, 1940 edition, for furnishing policy 
of insurance to the purchaser, as well as the correct amount of premium. In the 
event the premium for insurance actually procured for the purchaser is less than 
that set forth in the conditional sale contract or invoice, the excess premium shall 
be refunded to the purchaser immediately in the case of a cash sale or by pro rata 
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credit on each installment payment to be made by such purchaser in the case of 
an installment sale. 

4. It shall be the duty of every dealer to prepare a sample invoice and sample 
conditional sale contract drawn in accordance with these regulations and submit 
the same to the Superintendent of Licenses for his approval as to the form in 
which captions required by these regulations are set forth in said documents. 
Reproductions of the invoice and conditional sale contract containing the cap- 
tions approved by the Superintendent of Licenses, D.C., shall be assembled in 
sets in such manner as to provide an original and not less than two carbon copies 
of every such document issued by the dealer. The original and all carbon copies 
shall bear the same number. 

5. Any dealer may designate in writing one or more officers or employees of 
his organization as his authorized representative to execute for and on behalf of 
such dealer the invoices or conditional sale contracts required by these regula- 
tions, and shall file with the Superintendent of Licenses, D.C., the names of all 
employees or other persons so designated, together with copy of such designation, 
prior to the execution by any such representative of any such document. 

6. No dealer shall cause or permit any instrument of security covering the sale 
or assignment of a motor vehicle by him to be signed by a purchaser in blank, 
nor in any event prior to the time all information required by paragraph 2 of 
these regulations has been completed in the body of the conditional sale contract 
by the dealer and certified by him to be correct. Every conditional sale con- 
tract shall contain the following notice, which shall be printed in bold face pica 
type no smaller than 18 point immediately above the line reserved for the 
signature of the purchaser: 

“Notice to purchaser.—It is against the law for the seller to permit or request 
you to sign this document before all blanks above have been filled in by the seller 
and he has signed this paper certifying that the above information is correct.” 

7. Every dealer shall maintain and have available in the office or other place 
of business of such dealer at all times for inspection by the Superintendent of 
Licenses, D.C., or his representative, a record of all reserves, commissions, or 
other fees, however designated, received or receivable by such dealer by reason 
of the assignment of any instrument of security, or by reason of any other serv- 
ice of function performed by said dealer in connection with the sale or assignment 
of any vehicle. The record shall be a book of original entry and shall be main- 
tained from day to day as each transaction is entered into between said dealer 
and the person, firm, or corporation from whom said reserve, commission, or 
other fee is received or receivable. 

8. Any violation of these regulations shall be punishable by a fine of not more 
than three hundred dollars ($300) or imprisonment for not more than ninety 
(90) days (47-2347 D.C. Code, 1940 ed.). In addition to any other penalty 
prescribed by law any violation of these regulations, either before or after con- 
viction therefor, shall be grounds for revocation of the license of the dealer. 

By order of the Board of Commissioners, D.C. 

J. M. THornertt, 
Secretary of the Board. 
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Official copy furnished: 
Superintendent of Licenses. 
Corporation Counsel (20). 
All motor vehicle dealers (500) (to be distributed by the Superintendent 
of Licenses). 
Division of Printing and Publications. 
Judges (15). 
Budget Officer D. P. Herman. 
Education Department. 
Police. 
R. J. Murphy. 
Lewis Mann. 
Washington Trade Association. 
National Capital Used Car Association. 
Edward Friedson. 
Fire Marshal, Fire Department. 
Commissioners, District of Columbia. 
William R. Lichtenberg. 
Francis J. Buckley. 
William H. Emerson. 
Charles C. Collins. 
Joseph H. Giebel. 
Samuel H. Blumenthal. 
Thomas E. Lodge. 
V. Manning Hoffman. 
C. R. Barker. 
Robert H. Holley. 
Commissioners’ Traffic Advisory Board. 
Regulation’s Committee. 
Department of Vehicles and Traffic (15). 
(Officially published in Washington Star, Oct. 15, 1951.) 


(The proposed changes in existing regulations read as follows:) 
ORDERED: 
That the regulations for the conduct of the business of licensed motor vehicle 
dealers in the District of Columbia, approved October 11, 1951 (C.O. 301, 275/37), 
are hereby amended as follows: 
A. In section 1, strike the definition of the word ‘dealer’ in paragraph (b) and 
insert in lieu thereof the following: 
“(b) ‘Dealer’ means any person other than a salesman who, for compensation, 
(i) buys, sells, exchanges, or offers or attempts to buy, sell, or exchange an interest 
in a motor vehicle, whether on consignment or otherwise; or (ii) negotiates or 
attempts to negotiate, a purchase, sale or exchange of an interest in a motor vehicle 
or (iii) is engaged, wholly or in part, in the business of selling motor vehicles, 
whether or not such motor vehicles are owned by such person; but the term 
‘dealer’ shall not include— 
“(1) public officers, their deputies, assistants or employees, while perform- 
their official duties; 
“(2) persons disposing of motor vehicles acquired for their own use and 
actually so used, when the same shall have been so acquired and used in good 
— and not for the purpose of avoiding the provisions of these regulations; 
an 
““(3) persons dealing solely in the sale and distribution of fire-fighting 
equipment, ambulances, and funeral vehicles, including motor vehicles 
adapted therefor. 
Notwithstanding the provisions of this paragraph (b), a person appointed by any 
court or acting under judgment or order of any court, or an auctioneer, or a person 
selling a motor vehicle to enforce a garage keeper’s lien may engage in the activities 
mentioned in clauses (i) and (ii) in the first paragraph of this subsection, and their 
employees when engaged in the specific performance of their duties as such em- 
ployees, may also do so without procuring a salesman’s license.’’ 

. Add at the end of section 1 the following additinoal definitions: 

“(r) ‘Director’ means the Director, Department of Licenses and Inspections of 
the District of Columbia, or his designated agent. 

“(s) ‘Assistant superintendent’ means the Assistant Superintendent of the 
License and Permit Division, Department of Licenses and Inspections of the 
District of Columbia. 
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“(t) ‘Motor vehicle’ means any automobile, mobile home, motorcycle, truck, 
truck tractor, trailer, semitrailer or bus, but shall not include any boat trailer or 
any vehicle propelled or drawn exclusively by muscular power or designed to run 
only on rails or tracks. 

“(u) ‘Salesman’ means any individual (including without limitation, any officer, 
director, partner, or member of a dealer) who either expressly or impliedly repre- 
sents or holds himself out to be employed, engaged, appointed, authorized, or 
permitted by any dealer to sell or offer for sale any motor vehicle or any interest 
therein for or on behalf of such dealer. In addition to the foregoing, the term 
‘salesman’ includes any person who, for a consideration and with the express or 
implied consent of a dealer, arranges for the sale of a motor vehicle or any interest 
therein (1) by such dealer, or (2) on or from the place of business of such dealer. 
The acceptance by a delaer of any transaction resulting from such an arrangement 
shall, prima facie, constitute such person a salesman for such dealer, within the 
meaning of these regulations.”’ 

C. Amend sections 2, 4, 5, and 7 by strking therefrom the terms “Superin- 
tendent of Licenses, D.C.” and “‘Superintendent of Licenses’’ wherever such terms 
appear in such sections and inserting in lieu thereof the term “Assistant Superin- 
tendent.”’ 

D. Amend the first sentence of section 6 to read as follows: No dealer shall 
cause or permit any instrument of security covering the sale or assignment of a 
motor vehicle by him to be signed in blank by a purchaser nor in any event prior 
to the time all information required by paragraph 2 of these regulations has been 
completed in the body of the instrument of security by the dealer and certified by 
him to be correct, nor before he has exhibited to the purchaser the completed 
instrument of security and given to the purchaser ample time and opportunity to 
examine the instrument of security and to inform himself of the contents thereof.” 

E. Amend section 8 to read as follows: 

“8. No person shall act as a dealer without having a valid dealer’s license. 
No licensed dealer shall hold himself out or engage in business as a licensed dealer 
under any name other than the’ name appearing on his license.’’ 

F. Following section 8, as herein amended, add the following paragraphs num- 
bered 9 through 22, inclusive: 

“9. Application for a license to act as a dealer shall be filed with the Assistant 
Superintendent on a form to be prescribed by the Director. Each person apply- 
ing for a license as a dealer shall submit to the Assistant Superintendent under 
oath such information as he may require to assist him in finding whether the appli- 
cant is (1) trustworthy, (2) intends to act as a bona fide dealer, and (3) himself 
has, or has employed a managing employee who has, substantial experience or 
training or education in the business of selling motor vehicles. If the Assistant 
Superintendent so finds, he shall issue the license. If the Assistant Superintendent 
finds that the applicant is deficient in any one or more of the said qualifications, 
he shall settee Ye accordance with section 14 (b) of these regulations. If any 
officer, director, partner, member or managing employee of an applicant or 
person exercising control directly or indirectly over such applicant is himself de- 
ficient in any one or more of the required qualifications so that he would not be 
entitled to a license hereunder if he applied for such license in his own name, 
such deficiency shall be deemed the deficiency of the applicant. 

“10. All qualifications set forth in section 9 as prerequisite to the issuance of a 
dealer’s license shall be maintained during the entire license period. Failure so 
to maintain any such qualification shall be cause for the suspension or revocation 
of a license. 

“11. (a) The Assistant Superintendent may, prior to approving an application 
for a dealer’s license, and from time to time during the license year, inspect such 
records of, and obtain such information from, each dealer as the Assistant Super- 
intendent may consider necessary or advisable, to determine or verify the identities 
of each of the officers, directors, partners, members, and managing employees of 
such applicant or dealer; to determine the identity of any person exercising any 
degree of control, either directly or indirectly, over the business activities of such 
applicant or dealer, and the extent of such control; and to determine the identity 
of any persons who may be associated with such applicant or dealer in connection 
with his business of selling motor vehicles, regardless of whether such person may 
be an officer, director, partner, member, or employee of such applicant or dealer. 
Each applicant or dealer shall make available to the Assistant Superintendent 
such of his records and furnish such information as the Assistant Superintendent 
may request in connection with making the inspections authorized by this section, 
and shall, whenever requested so to do by the Assistant Superintendent, furnish 











48 AUTOMOBILE FINANCING 


him, or permit him to make, one or more copies of such of the said records as the 
Assistant Superintendent may specify. The failure or refusal of an applicant for 
license or a dealer to make available to the Assistant Superintendent the records 
or information authorized to be requested by him, or to furnish him a requested 
copy of such records or information, shall be cause for denial, suspension or revo- 
cation of a license for such applicant or of such dealer. 

“(b) In connection with his consideration of an application for a dealer’s 
license, and from time to time during the license year if such application be ap- 
proved, the Assistant Superintendent shall be authorized at any time during 
regular business hours to inspect the records of an applicant or any dealer and to 
obtain from him such information as the Assistant Superintendent may deem 
necessary to determine whether an applicant qualifies for license or whether an 
applicant or dealer has violated any provision of law or of these regulations relating 
to the qualifications to obtain or to retain a dealer’s license. Whenever requested 
so to do by the Assistant Superintendent such applicant or dealer shall furnish 
him, or permit him to make, one or more copies of such records, as the Assistant 
Superintendent may specify. 

“12. For the purposes of these regulations, the act or omission of any salesman 
while acting or purportedly acting on behalf of a dealer, which act or omission was 
in violation of these regulations or is cause for denial, suspension or revocation of 
the license of a dealer or salesman, may be considered the act of the dealer by 
whom he is employed, or for whom he purported to act, if such dealer approved 
such act, or after actual notice of such act or omission, retained the benefit, 
proceeds, profit or advantage accruing from such act or omission or otherwise 
ratified the act or omission. If there is a bona fide dispute as to whether such act 
or omission was committed or occurred, the dealer is not deemed to have had 
actual notice thereof until it shall have been finally determined that such act or 
omission was in fact committed or occurred. 

“13. Each license authorized by, or issued under, the authority of the Com- 
missioners’ Order of March 21, 1946 (C.O. 301,992), as affected by the Commis- 
sioners’ Order of November 16, 1954 (Order No. 54-2405), shall be subject to 
denial, suspension, or revocation for any cause set forth in any other section of 
these regulations or in paragraph 46 of section 7 of the Act approved July 1, 1902, 
as amended (sec. 47-2345, D.C. Code, 1951 ed.), or for any of the following causes: 

(1) Material misstatement in application for license. 

(2) Willful faiiure or refusal to comply with any provision of statute or regula- 
tion relating to the sale of motor vehicles. 

“(3) Defrauding any purchaser or prospective purchaser. 

“(4) Willful misrepresentation or concealment through any subterfuge or 
device, of any matter, or the nature thereof, required by these regulations to be 
stated or furnished to the purchaser. 

“(5) Willful employment of any fraudulent or misleading device, method, or 
practice in connection with the sale or the financing of the sale of a motor vehicle. 

“(6) Willful use of advertising with regard to the sale or financing of motor 
vehicles which is misleading or deceptive by reason of any false statement con- 
tained in such advertising, or which - reason of incompleteness, may mislead or 
deceive. 

“(7) Employing, engaging, appointing, allowing, or permitting any person to 
act as a salesman for or on behalf of a dealer if such person is not duly licensed as 
a salesmen for such dealer, or while the license of such person as a salesman is 
suspended or revoked. 

“(8) Acting as a salesman for or on behalf of any person not duly licensed as a 
dealer, or while his dealer’s license is suspended or revoked. 

“(9) Knowingly continuing a relationship in the business of selling motor 
vehicles with any person who has finally been determined to have committed any 
act or omitted any duty which is cause for denying such person a license as a dealer, 
or which is cause for suspending or revoking any dealer’s license issued to such per- 
son in his own name. 

“(10) Willful or fraudulent circumvention of any provision of statute or regula- 
tion relating to the sale of motor vehicles. 

**14. (a) henever the Assistant Superintendent has reasonable grounds to 
believe that there has been a violation of any statute or regulation applicable to 
the conduct of a dealer or salesman, relating to the business of selling motor 
vehicles, for which the license of such dealer is subject to suspension or revocation, 
he shall give notice thereof to such dealer. Such notice shall— 

(1) be in writing and be signed by the Assistant Superintendent; 
**(2) state the ultimate facts constituting the alleged violation; 
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**(3) indicate the provision of statute or regulation allegedly violated; 

(4) state the action he recommends be taken in the matter; 

(5) advise that a hearing may be had as provided in these regulations, 
and of the time within which application for hearing must be filed; 

“*(6) be served upon the dealer. 

A copy of such notice shall be delivered to the Superintendent of the License and 
Permit Division. 

“(b) Whenever the Assistant Superintendent shall find that an applicant for a 
license hereunder is deficient in one or more of the qualifications for the license 
applied for, he shall give notice thereof to the applicant. Such notice shall— 

(1) be in writing and be signed by the Assistant Superintendent; 

**(2) state in what respects an applicant is deficient and the ultimate facts 
upon which such finding is based; 

“*(3) state the action he proposes to take or to recommend; 

(4) advise that a hearing may be had as provided In these regulations 
and of the time within which the application for hearing must be 
filed; 

““(5) be served upon the applicant. 

A copy of such notice shall be delivered to the Superintendent of the License and 
Permit Division. 

**(e) The notices required by the foregoing subsections shall be deemed to be 
properly served upon the person affected by such notice when it or a copy thereof 
is (1) served on him personally; or (2) left at the address stated on the license, or 
on the application in the case of an applicant, with a person over the age of 16 
years then employed or resident at such address; or (3) mailed by certified mail, 
postage prepaid, to the address stated on the license issued such person, or in the 
case of an applicant on the application filed by such person, and not returned by 
the post office authorities. If any notice mailed as authorized by the preceding 
sentence be returned by the post office authorities by reason of refusal of the 
addressee to accept delivery thereof, it shall be deemed to have been served on the 
addressee by mail. 

“15. Any person upon whom a notice has been served pursuant to the preced- 
ing section may file with the Superintendent, License and Permit Division, a 
written request for hearing. Such request shall state the grounds on which such 
hearing is requested, and shall be filed within ten calendar days from the date 
such notice is served personally on the person named therein, or within fourteen 
calendar days from the date such notice is served other than personally. Upon 
receipt of a written request for a hearing, the Superintendent shall transmit the 
same, together with a copy of the notice, to the Hearing Committee of the Board 
of Appeals and Review. 

“16. (a) There is hereby created within the Board of Appeals and Review a 
Hearing Committee consisting of three members of the Board of Appeals and 
Review selected by the Chairman of the Board. One of such members shall be 
a member of the Bar of the District of Columbia who shall be Chairman of the 
Hearing Committee and at least one shall be a District Government member or 
alternate member. 

“(b) The Hearing Committee shall maintain custody of its files and records 
and keep a calendar of its hearings. Notices of the time and place of hearings 
shall be issued by the Executive Secretary. 

“(c) The records of any department or agency of the Government of the 
District of Columbia may be admitted in evidence before the Hearing Committee 
without formal proof, subject to objections as to relevancy and materiality. 

“(d) The activities of the Hearing Committee shall be considered investiga- 
tions or examinations of municipal matters within the meaning of the Act of 
July 1, 1902 (see. 1-237, D.C. Code, 1951 edition). Such Committee, and each 
member thereof, shall possess the powers vested in the Commissioners by said 
Act of July 1, 1902.! 

“17. The Hearing Committee created by the preceding section shall personally 
conduct hearings requested under the authority of these regulations and of the 
Regulations Governing the Calling of Motor Vehicle Salesman in the District of 
Columbia. The jurisdiction of the Hearing Committee shall be limited to hold- 
ing hearings pursuant to regulations mentioned in the preceding sentence. The 
Executive Secretary of the Board of Appeals and Review shall act as Executive 
Secretary for the Hearing Committee. 





1 The Act of July 1, 1902, authorizes administration of oaths, issuance of subpenas, and denominates false 
Swearing as perjury. 
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“18. (a) The person requesting a hearing shall, at such hearing, be entitled to 
be represented by counsel, to present evidence on his behalf, to cross-examine 
witnesses against him, and to present argument, either oral or written. 

“‘(b) Upon the failure of any applicant for a hearing to appear and proceed there- 
with on the date set therefor, or upon written notice from the applicant or his 
counsel that the request for such hearing is withdrawn or abandoned, the matter 


shall be returned to the Superintendent for action by him in the same manner as _ 


if no hearing had been requested. 
“19. If a request for hearing be abandoned or withdrawn, or if within the time 


limit in section 15, no request for hearing be filed with the Superintendent, the ; 


Superintendent is authorized to take such action as may be justified in the cir- 
cumstances, and, notwithstanding any other order of the Commissioners, his 
action shall be final. 

‘20. (a) No hearing shall be conducted unless all three members of the Hearing 
Committee are present, but decisions of the Committee may be by a majority 
thereof. Each decision shall contain numbered findings of fact and conclusions 
of law specifically denominated as such. Notwithstanding any other order of the 
Commissioners, and, subject to the provisions of subsection (b) of this section, 


decisions of the Hearing Committee made under the authority of these regulations | 


shall be final. 

“‘(b) The licensee or the applicant for license concerning whose license or appli- 
cation the Hearing Committee made a decision or any agency of the District of 
Columbia Government affected by such decision may, within five days after the 
decision of the Hearing Committee is served upon such licensee, applicant, or 
agency, petition the Commissioners to review the decision. Any person or District 
agency filing such a petition with the Commissioners shall serve a copy thereof on 
the Corporation Counsel, District Building, Room 329, Washington 4, D.C: The 
Commissioners may, in their discretion, grant or deny any such petition. If the 
petition is granted, the petitioner and other interested parties may file written 
briefs and, in the discretion of the Commissioners, may present oral argument. 
Upon the granting of any petition for review of a decision of the Hearing Com- 
mittee, the Commissioners may affirm, reverse or modify the decision or remand 
the same to the Hearing Committee for the taking of further testimony. 

“21. Notwithstanding any other orders of the Commissioners, the procedure for 
notice, hearing and disposition of proposals to deny, suspend or revoke licenses of 
motor vehicle dealers as set forth by these regulations shall be followed. 

“22. Any violation of these regulations shall be punishable by a fine of not more 
than $300 or imprisonment for not more than ninety days. 

‘23. If any section, subsection, sentence, clause, phrase, or portion of these 
regulations is for any reason held invalid or unconstitutional by any court of 
competent jurisdiction, such section, subsection, sentence, clause, phrase, or por- 
tion shall be deemed a separate, distinct, and independent provision and such 
holding shall not affect the validity of the remaining provisions.’’. 


REGULATIONS GOVERNING THE CALLING OF Motor VEHICLE SALESMAN IN THE 
District oF COLUMBIA 

ORDERED: 

That the following regulations governing the calling of motor vehicle salesman 
in the District of Columbia are hereby adopted, to be effective on and after 

Section 1. Definitions.—As used in these regulations, unless the context 
requires another meaning— 

(a) ‘Commissioners’? means the Commissioners of the District of Columbia, 
or their designated agent. 

(b) “‘Assistant Superintendent’? means the Assistant Superintendent of the 
License and Permit Division, Department of Licenses and Inspections of the 
District of Columbia. 

(c) ‘Dealer’? means any person other than a salesman, who for compensation, 
(i) buys, sells, exchanges, or offers or attempts to buy, sell, or exchange an inter- 
est in a motor vehicle, whether on consignment or otherwise; or (ii) negotiates or 
attempts to negotiate, a purchase, sale, or exchange of an interest in a motor 
vehicle; or (iii) is engaged, wholly or in part, in the business of selling motor ve- 
hicles, whether or not such motor vehicles are owned by such person; but the 
term ‘‘dealer’’ shall not include— 

(1) public officers, their deputies, assistants, or employees, while perform- 
ing their official duties; 
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(2) persons disposing of motor vehicles acquired for their own use and 
acctually so used, when the same shall have been so acquired and used in 
good oe and not for the purpose of avoiding the provisions of these regula- 
tions; an 

(3) persons dealing solely in the sale and distribution of firefighting equip- 
—. ambulances, and funeral vehicles, including motor vehicles adapted 
therefor. 

Notwithstanding the provisions of this paragraph (c), a person appointed by any 
court or acting under judgment or order of any court or an auctioneer or a person 
selling a motor vehicle to enforce a garage keeper’s lien, may engage in the activ- 
ities mentioned in clauses (i) and (ii) in the first paragraph of this subsection, and 
their employees when engaged in the specific performance of their duties as such 
employees, may also do so without procuring a salesman’s license. 

(d) ‘Director’? means the Director, Department of Licenses and Inspections 
of the District of Columbia, or his designated agent. 

(e) ‘District’? means the Government of the District of Columbia. 

(f) ‘‘Motor vehicle’? means any automobile, mobile home, motorcycle, truck, 
truck tractor, trailer, semitrailer, or bus, but shall not include any boat trailer 
or any vehicle propelled or drawn exclusively by muscular power or designed to 
run only on rails or tracks. 

(g) “‘Person’’ means an individual, firm, partnership, joint stock company, 
corporation, association, incorporated society, statutory or common law trust, 
estate, executor, administrator, receiver, trustee, conservator, liquidator, com- 
mittee, assignee, officer, employee, principal, or agent. 

(h) ‘Sale’? means the sale, trade, exchage, barter, or any other transaction 
which for a consideration results in the transfer from a seller to a purchaser of 
legal or equitable title to a motor vehicle, or of both legal and equitable title 
thereto. 

(i) “Salesman’’ means any individual (including without limitation, any officer, 
director, partner, or member of a dealer) who either expressly or impliedly repre- 
sents or holds himself out to be employed, engaged, appointed, authorized, or 
permitted by any dealer to sell or offer for sale any motor vehicle or any interest 
therein for or on behalf of such dealer. In addition to the foregoing, the term 
“salesman’’ includes any person who, for a consideration and with the express or 
implied consent of a dealer, arranges for the sale of a motor vehicle or any interest 
therein (1) by such dealer, or (2) on or from the place of business of such dealer. 
The acceptance by a dealer of any transaction resulting from any such arrange- 
ment shall, prima facie, constitute such person a salesman for such dealer, within 
the meaning of these regulations. 

Sec. 2. Licensing of salesmen. 
licensed so to do. 

Sec. 3. License application.—Application for a license to act as a salesman 
shall be made to the Assistant Superintendent on a form prescribed by the Di- 
rector. Such application shall include a certification by a licensed dealer that 
the encont will, if licensed, be employed by such dealer. Each application 
shall be accompaned by three like full-face photographs of the applicant, such 
photographs to be one inch by one and one-half inches in size and shall have been 
taken not more than three months prior to the date of filing the application. In 
the event the license applied for is issued, one of such photographs shall be at- 
tached to the salesman’s identification card to be issued to the licensee by the 
Assistant Superintendent. The fee for a salesman’s license shall be $5 per 
annum. 

Sec. 4. Qualifications of salesmen.—Each person applying for a license as a 
salesman shall submit to the Assistant Superintendent under oath such informa- 
tion as he may require to assist him in determining whether the applicant is (1) 
trustworthy, and (2) intends to act as a bona fide salesman. If the Assistant 
Superintendent so determines, he shall issue the license, register the licensee as a 
salesman for the licensed dealer who certified his application and issue to the 
licensee an identification card on which shall be set forth the salesman’s license 
number and the name and business address of the licensed dealer employing the 
salesman. If the Assistant Superintendent determines that the applicant is de- 
ficient in either of the required qualifications he shall proceed in accordance with 
section 9 of these regulations. 

Src. 5. Identification of salesmen.—Each salesman shall, while actually engaged 
in selling or attempting to sell motor vehicles for or on behalf of the dealer by 
whom he is employed, carry on his person the identification card issued to him 
pursuant to these regulations and shall, upon request of a purchaser or a pros- 
pective purchaser, exhibit said card and furnish to such purchaser or prospective 





No person shall act as a salesman without being 
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purchaser a business card or other written or printed matter containing his name 
and the number of the current salesman’s license issued to him. 


Sec. 6. Salesman to act only for dealer for whom registered.—No licensed sales- 


man shall act for any employer except the licensed dealer by whom he is employed 


and for whom he is registered in the Department of Licenses and Inspections, | 


Any violation of this section shall be cause for suspension or revocation of the 
salesman’s license. 

Sec. 7. Denial, suspension, or revocation of licenses.—Each license authorized 
by or issued under the authority of these regulations shall be subject to denial, 
suspension, or revocation for any cause set forth in any other section of these 
regulations or in paragraph 46 of section 7 of the Act approved July 1, 1902, as 
amended (sec. 47-2345, D.C. Code, 1951 edition) or for any of the following 
reasons: 

(a) Material misstatement in application for license. 

(b) Willful failure or refusal to comply with any provision of statute or regula- 
tion relating to the sale of motor vehicles. 

(c) Defrauding any purchaser or prospective purchaser. 

(d) Willful misrepresentation or concealment, through any subterfuge or device, 
of any matter or the nature thereof, required by the regulations for the Conduct 
of the Business of Licensed Motor Vehicle Dealers in the District of Columbia, 
to be stated or furnished to the purchaser. 

(e) Willful employment of any fraudulent or misleading device, method or 
practice in connection with the sale or financing of the sale of motor vehicles. 

(f) Willful use of advertising, with regard to the sale or financing of motor 
vehicles which is misleading or deceptive by reason of any false statement con- 
tained in such advertising or which by reason of incompleteness, may deceive. 

(g) Acting as a salesman for or on behalf of any person not duly licensed as a 
dealer, or while his dealer’s license is suspended or revoked. 

(h) Willful or fraudulent circumvention of any provision of statute or regula- 
tion relating to the sale of motor vehicles. 

Sec. 8. Effect on salesman of suspension or revocation of license of dealer.—No 
salesman may sell a motor vehicle or offer a motor vehicle for sale for or on behalf 
of a dealer by whom such salesman is employed during such time as the license 
of the dealer is suspended or revoked, regardless of the validity of the license of 
such salesman. Violation of this section shall be cause for suspension or revoca- 
tion of the salesman’s license. 

Sec. 9. Notice.—(a) Whenever the Assistant Superintendent has reasonable 
grounds to believe that there has been a violation of any statute or regulation 
applicable to the conduct of a salesman, for which the license of such salesman is 
subject to suspension or revocation, he shall give notice thereof to such salesman. 
Such notice shall— 

(1) Be in writing and be signed by the Assistant, Superintendent. 

(2) State the ultimate facts constituting the alleged violation. 

(3) Indicate the provision of statute or regulation allegedly violated. 

(4) State the action he recommends be taken in the matter. 

(5) Advise that a hearing may be had as provided in these regulations and 

of the time within which application for hearing must be filed. 

(6) Be served upon the licensee. 
A copy of such notice shall be delivered to the Superintendent, License and Permit 
Division. 

(b) Whenever the Assistant Superintendent determines that an applicant for 
a license hereunder is deficient in one or more of the qualifications for the license 
applied for, he shall give notice thereof to the applicant. Such notice shall— 

(1) Be in writing and be signed by the Assistant Superintendent. 
(2) State in what respects the applicant is deficient and the ultimate facts 
upon which such determination is based. 
(3) State the action he proposes to take or to recommend. 
(4) Advise that a hearing may be had as provided in these regulations 
and of the time within which the application for hearing must be filed. 
(5) Be served upon the applicant. 
A copy of such notice shall be delivered to the Superintendent, License and Permit 
Division. 

(c) The notices required by the foregoing subsections shall be deemed to be 

properly served upon the person affected by such notice when it or a copy thereof 
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is (1) served on him personally; or (2) left at the address stated on the license, 
or on the application in the case of an applicant, with a person over the age of 
16 years then employed or resident at such address; or (3) mailed by certified 
mail, postage prepaid, to the address stated on the license issued such person, 
or in the case of an applicant, on the application filed by such person, and not 
returned by the post office authorities. If any notice mailed as authorized by 
the preceding sentence be returned by the post office authorities by refson of 
refusal of the addressee to accept delivery thereof, it shall be deemed to have 
been served on the addressee by mail. 

Src. 10. Hearing.—(a) Any person upon whom a notice has been served pur- 
suant to the preceding section may file with the Superintendent, License and 
Permit Division, a written request for hearing. Such request shall state the 
grounds on which such hearing is requested, and shall be filed within 10 calendar 
days from the date such notice is served personally on the person named therein, 
or within 14 calendar days from the date such notice is served other than per- 
sonally. Upon receipt of a written request for a hearing, the Superintendent shall 
transmit the same, together with a copy of the notice, to the Hearing Committee 
of the Board of Appeals and Review. 

(b) The records of any department or agency of the Government of the District 
of Columbia may be admitted in evidence before the Hearing Committee without 
formal proof, subject to objections as to relevancy and materiality. 

(c) The person requesting a hearing shall, at such hearing, be entitled to be 
represented by counsel, to present evidence on his behalf, to cross-examine 
witnesses against him, and to present argument, either oral or written. 

(d) Upon the failure of any applicant for a hearing to appear and proceed 
therewith on the date set therefor, or upon written notice from the applicant or 
his counsel that the request for such hearing is withdrawn or abandoned, the 
matter shall be returned to the Superintendent for action by him in the same 
manner as if no hearing had been requested. 

(e) If a request for a hearing be abandoned or withdrawn, or if within the time 
limit in subsection (a) of this section no request for hearing be filed with the 
Superintendent, the Superintendent is authorized to take such action as may 
be justified in the circumstances, and, notwithstanding any other order of the 
Commissioners, his action shall be final. 

(f) The activities of the Hearing Committee shall be considered investigations 
or examinations of municipal matters within the meaning of the Act of July 1, 
1902 (sec. 1-237, D.C. Code, 1951 ed.) and such Committee shall possess the 
powers vested in the Commissioners by said Act of July 1, 1902.! 

(g) Notwithstanding any other orders of the Commissioners, the procedure for 
notice, hearing and disposition of proposals to deny, suspend or revoke licenses 
of salesmen as set forth in these regulations shall be followed, and decisions of 
the Hearing Committee made under the authority of these regulations shall be 
final. 

(h) As used in this section ‘Hearing Committee’? means the Hearing Com- 
mittee of the Board of Appeals and Review created by the Commissioners in the 
Regulations for the Conduct of the Business of Licensed Motor Vehicle Dealers 
in the District of Columbia, as amended. 

Sec. 11. Penalty.—Any violation of these regulations shall be punishable by a 
fine of not more than $300 or imprisonment for not more than ninety days. 

Sec. 12. Separability of provisions.—If any section, subsection, sentence, clause, 
phrase or portion of these regulations is for any reason held invalid or uncon- 
stitutional by any court of competent jurisdiction, such section, subsection, 
sentence, clause, phrase or portion shall be deemed a separate, distinct and 
independent provision and such holding shall not affect the validity of the remain- 
ing provisions. 


Mr. Apernetuy. Mr. Nottingham, I was wondering whether we 
have covered what you’re about to bring us. 





! The act of July 1, 1902, authorizes administration of oaths, issuance of subpenas and denominates false 
BWearing as perjury. 
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STATEMENT OF C. T. NOTTINGHAM, SUPERINTENDENT, LICENSE | 
AND PERMIT DIVISION, DEPARTMENT OF LICENSES AND IN. 
SPECTION, DISTRICT OF COLUMBIA GOVERNMENT | 


Mr, Nortincuam. I imagine you have. | 

Mr. ABERNETHY. I don’t want to cut you off. 

Mr. NortincuHam. I would like to say one thing in reference to 
what Mr. Smith objected to, that is we put a ceiling in this bill of $50 | 
to cover the cost of the initial investigation. 

Mr. Smiru. There’s no ceiling on it, the amount of the license. 

Mr. NorrincHam. Well you can go up to $50 for the amount of the 
license also. 

Mr. Smiru. You say you can or you have? 

Mr. NorrincHam. I say you could put that in the bill for the initial | 
time. Then the Commissioners, under the authority of 1932, after 
reevaluating the first year, we could then fix the fee commensurate , 
with cost. I believe $50 will cover the cost of the license and $50 
for the investigation. 

Mr. Sir. I’m just wondering about that license. I don’t object 
to the license fee, but I want it to be understood that it’s a regulatory 
matter and not simply one for raising revenue. 

Mr. NorrincHam. We’re not attempting to raise revenue, sir. It’s 
a service that’s performed, all license fees are fixed commensurate with 
the cost in the District and have been since 1932. 


Mr. ABERNETHY. Is there anything further? 

Do you have a further statement? 

Mr. Norrincuam. I have no statement but I would like, for the 
record, to support this proposed bill and say that in my supervision of 
the automobile sales in Washington in the past 2 years we have had 500 
complaints against licensed dealers. In running down the 500 com- 
plaints, we presented 100 cases to our municipal court, the Corporation 
Counsel’s Office, and 53 to the U.S. Attorney’s Office. This action 
resulted in nothing more than a handful of forfeitures, and I feel that 
the proposal of the Corporation Counsel with respect to the licensing 
of salesmen and the amendment of our present motor vehicle regula- 
tions, together with this legislation, I think that we can get our 
automobile dealers into shape. 

Mr. ABERNETHY. Are there any questions? 

(No response.) 

Mr. AperNetuy. Thank you very much. 

Maj. Harry Ehrlich. 


STATEMENT OF MAJ. HARRY EHRLICH, STAFF JUDGE ADVOCATE, 
1100TH AIR FORCE SQUADRON, BOLLING AIR FORCE BASE 


Major Exruicu. My name is Maj. Harry Ehrlich. I am the staff 
judge advocate, 1100th Air Force Squadron, Bolling Air Force Base 
here in Washington. | 

One of the duties of my office is to furnish legal assistance to all Air | 
Force personnel in the Washington area, with the exception of those 
stationed at Andrews Air Force Base. That includes an area from | 
Baltimore, this side of Baltimore, Md., down through Virginia and up 
into West Virginia. 
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In the course of administering this program of legal assistance over 
the past 5 years, I have constantly encountered complaints concerning 
the practices of a segment of the used car dealers of the District of 
Columbia. I would like to make it clear, Mr. Chairman, that these 
complaints have not involved the used car industry generally but a 
segment of it. 

This problem reached the point approximately a year ago where 
we felt it necessary to institute an educational program in an effort 
to alert our personnel to the various pitfalls encountered in the pur- 
chase of used vehicles. Although this program has helped our local 

ersonnel to some extent, we are still constantly getting complaints 
rom them and also receiving many complaints from members of the 
Air Force who are stationed at bases throughout the United States, 
as well as bases overseas. These were either people stationed in 
Washington at the time they bought a vehicle or men who came to 
Washington specifically for the purpose of purchasing a car, as a result 
of the advertising of Washington used car dealers. 

Our experience with these complaints fall generally into some seven 
or eight areas. Since H.R. 9876, to a great extent, places discretionary 
powers in the Commissioners of the District of Columbia I would, 
with the committee’s permission, like to briefly discuss the areas 
involved so that the record may show some of the problems that we 
have had to cope with. 

As I say, one member of the committee has mentioned this morning 
that some day this record may be looked on to determine what the 
committee intended. 

The first area of these complaints is advertising. Air Force person- 
nel stationed throughout the country have come to Washington to 
purchase used cars as a result of advertising by the local dealers. 
Such advertisements have, in some cases, indicated that cars could be 

urchased with no downpayment or with the payment of $1. I 
Gediove it is clear that a dealer, as a general rule, cannot possibly sell 
a car in the absence of a stibstantial downpayment since he is left 
completely without any protection where the buyer has contributed 
nothing. 

The usual procedure involved when a person answers such an ad is 
to have one of the employees of the dealer drive the prospective pur- 
chaser to a small loan company and to have such person borrow 
several hundred dollars on a personal loan, which is then turned over 
to the dealer as a downpayment; so actually the man does make a 
downpayment. 

These purchasers are often led to believe that the one monthly 
payment shown in the conditional sales contract will be the only 
payment necessary to repay both his loan from the smati loan com- 
pany and the loan from the finance company that purchases the con- 
ditional sales contract. This, however, is of course not true, since 
the amount of the payment shown in the conditional sales contract 
covers only the payments to the finance company buying the notes 
secured by that contract. 

In many cases if the dealer does not feel that the amount borrowed 
from the small loan company is sufficient as a downpayment, he will 
also provide that in addition thereto the purchaser will be required, 
by the contract, to pay a pickup payment of several hundred dollars 
within a week or perhaps a month after the purchase of the vehicle. 
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This procedure, of course, very probably will result in repossession of 
the vehicle, since as a general rule a person who had to borrow the 
original downpayment from a small loan company certainly is not in 
a position, several weeks later, to make another payment of several 
hundred dollars. 

Section 2(e)(1) (ii) of the bill before this committee would give the 
District. Commissioners authority to prevent pickup payments since 
such payments are not made at regular intervals in amounts substan- 
tially equal to the other payments. 

A number of these advertisements have offered to pay the cost of 
train fare and hotel accommodations for servicemen who will come to 
Washington to buy their car. Generally, the prospective purchaser 
is told, at the time of signing the contract, that his transportation and 
lodging costs were considered in the price quoted him on the car and 
had been taken off before the price was cited. I feel that in addition 
to being a violation of District of Columbia law preventing such gifts, 
that it is apparent that businessmen cannot reduce the price of a 
vehicle, particularly a cheap one, by the amount of train fare from a 
distant point and the cost of a hotel room. 

Many of the advertisements of used car dealers state that bank 
rate credit may be provided. Of course, these ads usually add in 
small type, “‘on approved credit.’’ I personally know of no bank in 
this area which will finance used automobiles and, if any, they are 
very few. I further doubt that there are any lending institutions of 
any type which will loan money on used automobiles at rates which 
most of us consider bank rates. 

Many advertisements quote prices on fairly new automobiles which 
are hundreds of dollars less than the retail market price for such 
vehicles. Upon arrival at the place of business of the dealers with 
whom we have been concerned, the prospective purchaser is usually 
told that the vehicle advertised has already been sold, or he is shown 
a vehicle in a completely unserviceable condition and advised that it 
is in such a condition. He is then directed to other vehicles on the 
dealer’s lot in the hope that he may be persuaded to buy one of them. 

At the present time, the Commissioners of the District of Columbia 
are considering proposed regulations which would place certain re- 
strictions on used car dealers. Included in these regulations is a 
provision to restrict such finance, and I believe that this will ade- 
quately, coupled with the provision in your bill that I have heretofore 
mentioned, cover this problem. 

Many contracts for the purchase of used vehicles add into the cost 
a delivery and handling charge, varying from $50 to $150, although 
there is no apparent reason for such a charge since the purchaser of a 
used vehicle, as a general rule, signs his contract and drives off with 
the car so that there is no handling involved. I believe that section 
2(e)(2) of H.R. 9876 would give the Commissioners power to prevent 
the assessment of delivery and handling charges which are imposed 
on the buyer for no apparent reason, other than to add indirectly 
to the finance charge. I hope that that section will be interpreted 
that way. 

Another area where we have had a great number of problems is in 
connection with warranties which the dealers sell to our servicemen. 
These warranties usually provide that the dealer will pay for labor 
and parts in the event the car needs repair within the period specified 
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in such warranty. They either provide that he will pay the complete 
cost or, in some instances, that he will pay 50 percent of the cost. 
Unfortunately, these warranties are at times written in such language 
that the purchaser does not realize all the terms of the agreement. 
Usually they provide that the dealer will pay for such repairs only if 
the vehicle is brought to the garage of the dealer or one designated 
by him. 

Gentlemen, this usually has two results; one of two results. If the 
repairs needed are minor, the purchaser can bring the car to the garage 
designated by the dealer to have the work done How ever, he has 
no control over the price charged by the garage designated by the 
dealer and, in most of these instances, he must pay 50 percent of the 
charges that the garage imposes. Well, it’s apparent what often 
happens in those cases. If the repairs needed are major, the pur- 
chaser very often finds that the car goes out of commission at some 
distance from the dealer’s establishment, often with our servicemen 
out of town, shortly after they return to their home station. And he 
is unable to get the car to the garage specified by the dealer. As a 
result his warranty for major repair is worthless. 

In some cases, even if the car is brought to the garage, there have 
been pointblank refusals to honor the warranty. Often in these cases, 
and again because some of our men are out of town, it would require 
their presence here to prosecute and also because of the language of 
the warranties in many cases, we have been very unsuccessful in giving 
our men any help. 

There are many other types of complaints concerning this sort of 
action. We've had cases where the dealer has advised a man who 
has bought a car 2 or 3 years old that in order to have a satisfied 
customer he wanted 2 or 3 days to put the car in proper shape, in 
order to have the man happy. In the meantime, he offers to loan the 
man a vehicle, what is known in the trade as a ‘‘bomb,’’ some 6 or 7 
or 8 years old, and tells him that he can use that for a couple of days, 
but in order to put tags on it and for everyone’s protection, they will 
have to make out a temporary contract. Usually when the man 
comes back to get his own car in a couple of days he discovers that he 
has bought the ‘‘bomb”’’ for the price he has paid down, or perhaps 
for a little higher price. I believe that these problems I’ve cited can 
be solved by a great extent through the promulgation of regulations 
now being considered by the District Commissioners and that no 
further authority is needed by way of legislation by Congress. 

Mr. Asernetuy. Would you suspend right there? 

Major Enruicu. Yes, sir. 

Mr. Apernetuy. “Bomb.” Do they now have authority to handle 
a situation like that? I ask this of the Corporation Counsel. 

Mr. Bryan. Mr. Chairman, I’m sorry, I was distracted for the 
moment. I’m not sure what the problem is. 

Mr. AperNetuy. Read that statement again. 

Major Enruicnu. Often we encounter instances—I won’t say often— 
we have encountered instances where a man has bought a vehicle 
believed that he has bought a vehicle perhaps 2 or 3 years old, and he 
has been assured that the dealer wanted to get it in proper shape 
before he delivered it and that would take 2 or 3 days. He has offered 
him the loan of a vehicle, some 7 or 8 years old, a ‘‘bomb”’ to use during 
that period, and assured him to cover everyone a contract should 
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be signed, a temporary contract for the vehicle he’s using, so that they 
can put tags on it and whatnot. When he returns for the vehicle he 
thinks he has bought, he discovers that he has bought the one he has 
been using for a couple of days. Now, I think—— 

Mr. Bryan. What is the question, sir? 

Mr. ABERNETHY. He said that he thought there was adequate 
authority in the law now to correct that situation. My question is, 
Is there? If not, does this bill give you the authority to correct it? 

Mr. Bryan. Mr. Chairman, this bill doesn’t deal with this situa- 
tion. 

Mr. ABERNETHY. That’s a statute of fraud. 

Mr. Bryan. There is already a statute on the books that makes it 
unlawful for a person to take money under false pretenses. 

Mr. ABERNETHY. Of course, it would come to a question of fact, 

Mr. Bryan. Sir? 

Mr. ABERNETHY. It becomes a question of fact. 

Mr. Bryan. I think so. 

Major Euruicu. In many of these cases it does. I think that the 
Commissionefs in their proposed regulations now provide for hearings, 
a hearing setup, which I believe will make it much easier to determine 
the facts. 

Mr. Bryan. Mr. Chairman, either now or at some future time may 
I offer for the record the regulations which are now existing and those 
that are proposed, since there have been so many references to them? 

Mr. ABERNETHY. They will be inserted in the record at the conclu- 
sion of the point where you inserted the Commissioner’s report (p. 40). 

Mr. Bryan. Yes, sir. 

Major Euruicu. I believe that those proposed regulations, Mr. 
Chairman, will cover this, through certain provisions in those proposed 
regulations, and also the hearing setup provided there. 

Mr. AserNetnHy. All right. 

Major Exruicn. Mr. Chairman, I mentioned the pickup payment 
earlier. Another type of payment which is used by certain of the used 
car dealers is known as the “‘balloon’’ payment and that has been re- 
ferred to earlier. This ‘“‘balloon’” payment outside of the problem 
we have with repossession and deficiencies is probably our greatest and 
most frequent problem. 

A prospective purchaser who feels he can make payments of, let us 
say, $50 a month on a vehicle, negotiates with a dealer who, in turn, 
agrees that this can be worked out. The contract, as finally written, 
may call for such payments for a period of 23 months with the 24th 
payment of perhaps $500 or $1,000. We’ve had balloon payments 
over $1,000. After paying the 23 payments, the purchaser finds 
himself in a position where one of two things is bound to happen. 

First he will either be compelled to have the car refinanced or he 
will have to permit repossession. Refinancing in these instances 
under the existing law is usually at a rate which makes it practically 
impossible for the man to do it. It’s an exorbitant rate, since the car 
by that time is rather old and also, under present law, there is no limit 


| 


to finance charges. If he cannot or will not refinance the vehicle , 


under these conditions, the car is then repossessed and, as a general 
rule, he not only loses his investment in the vehicle but soon discovers 
that there is a deficiency for which he is liable. 

Section 2(e)(1)(ii) of the bill before this committee requiring that 
installment payments under instruments of security may be regulated 
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by the Commissioners so that they must be made at regular intervals 
in substantially equal amount would give the District Commissioners 
the authority to prevent such payments. 

I might state to the committee that many of our cases come to 
our attention, not because the serviceman complains, because fre- 
quently a man doesn’t like to come in and tell us or tell anyone that 
he has been taken, that he didn’t realize what he was doing. But 
a good percentage of these complaints come to our attention when 
the finance companies write to the Department of the Air Force or 
directly to the man’s commanding officer, requesting that we attempt 
to take some action to assist the man in paying his obligation. 

Under the existing laws, of course, we all know there is no restric- 
tion on the amount of finance charges. As a result, we have had 
instances where the finance charges have run as high as 50 percent 
of the selling price of the vehicle. This has worked a hardship on 
our servicemen in the lower grades, and I feel that section 2 of H.R. 
9876 adequately covers this matter. 

I might state to the committee that I have made a study of the laws 
of all the States of the Union in connection with the regulation of 
finance charges, and I believe that the maximums set forth in the bill 
before the committee are substantially in line with those of other 
jurisdictions which have such maximum charges. 

Another problem that—I won’t be too much longer here 

Mr. ABERNETHY. I do want to reach at least one more witness this 
morning. 

Major Exruicn. All right, sir, I’ll try to cut this short. 

One area where we have had difficulty, gentlemen, is an identifica- 
tion of the dealers and the salesmen. It may sound peculiar that 
you can’t pin these people down, but of course the salesmen usually 
use names, such as Mr. Joseph, Mr. Robert, Mr. Jacob, things of that 
sort, which are really not surnames, and we have difficulty in deter- 
mining who was involved in the transaction. 

With dealers we have had instances where dealers, particularly 
those who are incorporated, have gone out of business and reo pened 
again in the next day which, in effect, has left them judgment proof 
in the event of a law suit. 

I was in hope that section 3 of the bill would give us some assistance 
there through the bond. I haven’t had an opportunity, of course, to 
study the amendments that Mr. Bryan proposed. However, at first 
blush, I’m a little bit disappointed because I feel that, again, we have 
a bond covering the finance company but we have no way with this 
amendment of getting at the dealer. 

Mr. AnerNnetuy. May I make this suggestion? We’re definitely 
going to have another day of hearing, sufficiently in advance for you 
to have an opportunity to study that and to confer with Mr. Bryan 
and Mr. Korman about it. 

Major. Exruicu. May I suggest this, sir, in most of our contracts 
we have the dealers charge our men from $75 to $125 annual premium 
for life, accident, and health insurance. Now this covers the man in 
the event he dies or is sick, or in an accident, the insurance company 
will pay. Of course, these premiums usually, as I say, are $75 to $125 
for $1,000 worth of such insurance for a young healthy man, and most 
of our men are. 

Mr. ABERNETHY. Particularly where it’s more or less term insur- 
ance. 
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Major Exuruicu. That’s right, it’s term insurance, and also, Mr, 
Chairman, particularly when our men do not have their pay or allow- 
ances stopped during ilness or injury. So actually they don’t need it. 

I’m a little concerned about one section of the bill in this respect. | 
Section 2(e)(1)(v) authorizes the District Commissioners to regulate 
the types and maximum amounts of insurance which may be required 
to protect the seller in a retail installment transaction. Now as 
section 2(e)(2) authorizes the Commissioners to promulgate regula- 
tions to insure that purchasers of motor vehicles are not required 
directly or indirectly to pay finance, insurance or other charges in 
excess of those authorized. I am concerned that perhaps, because the 
first language that I cited states specifically types and maximum 
amounts of insurance, that it may be construed to limit it to those 
and not give the Commissioners authority to restrict the amount of 
premiums on such insurance. 

I feel that this would leave a loophole where the men selling vehicles 
through the use of extra high insurance premiums could, in effect, be 
charging finance charges because a rose by any other name is just the 
same, our men have to pay this money. | 

Mr. ABERNETHY. May I suggest here, Mr. Bryan, that you take a 
look at that and make some expression on it at the next meeting. | 
don’t want to go into it now because I want to reach Mr. Gasch. 

Mr. Bryan. I can answer that in one sentence. There is a bill 
pending in the Senate, also submitted to the Speaker of the House, to 
authorize the regulation of credit life and credit health and accident 
insurance, which covers the point which Major Ehrlich is concerned | 
about, a separate regulation, I don’t think it’s been introduced in the 
House, but I may be wrong about that. 

Mr. ApernetaHy. All right. 

Major Exruicn. Mr. Chairman, one other item that I did note. 
I feel that as far as repossessions and deficiencies are concerned, and 
they are our prime problem, I won’t go into examples we’ve had 
because I realize that the committee would like to have Mr. Gasch 
testify, but I will say that I feel that the bill as it is now written makes 
adequate provisions for that. 

However, in that section, I noticed that that section uses the term 
“repossessed either under conditional sales contracts or chattel 
mortgages.”” Of course, those terms are more restrictive than the 
term “retail installment contract,’’ used among your definitions. | 
I imagine the drafters of this bill had some reason for that. 

I will have to study—— 

Mr. ABERNETHY. To save a lot of time, you have offered an 
amendment on that, Mr. Bryan, have you not? 

Mr. Bryan. Yes, sir. 

Mr. AserNeruy. Major, I certainly want to thank you for your 


paca 


statement. We appreciate your problem and will try to do something 


about it. If you don’t mind, I’m going to suspend any further | 

testimony from you, and thanks very much. 
Major Exuruicu. Thank you, sir. | 
Mr. AsperNetuy. Mr. Oliver Gasch. 
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STATEMENT OF OLIVER GASCH, CHAIRMAN, LAW ENFORCEMENT 


Mr. COUNCIL 
low. | 
‘dit.| | Mr. Gascu. Mr. Chairman, I’m speaking this morning as Chairman 


pect. | of the Law Enforcement Council. That is a statutory body that 
late; was organized by the Congress and includes the law enforcement 
lired | agency representatives. 
V as We have had many complaints about these transactions, as you 
rula- . can understand. We conducted a public hearing about the middle 
lired | of November, a subcommittee of the Council composed of Mr. Gray, 
‘s in| the Corporation Counsel, Mr. Ballard, the president of the D.C. 
‘the | Bar Association, Mr. Harris, president of the Washington Bar Asso- 
num / ciation, and myself were those who were in attendance at the hearing. 
hose We heard a number of witnesses including Mr. Nottingham and 
it of | his people, Major Ehrlich was these and testified at length, other 
representatives of the Armed Forces were present, and a number of 
icles { victims, and Mr. Bonner, the counsel for this particular group of 
t, be | dealers whose practices have come to our attention and to yours. 
the | I gave Mr. McLeod a transcript, a stenographic transcript of our 
| hearing this morning and I would like permission to file that with 
kea this record. 


yr, J (The above-mentioned transcript is in the committee’s files.) 
h. Mr. AsperNetnuy. All right, sir. 
bill Mr. Gascu. It does point out, I think, significantly the nature and 


e, to} character of the abuses. I have checked with the members of the 
dent | Council. We have been given copies of Mr. Bryan’s legislation and 
rned | Iam authorized to state that we support it. 
the We feel that it will correct many of the abuses which have been 
brought to our attention and to yours. However, I feel there is some 
need of interposing some governmental authority between the seller 
ote.; andthe purchaser, for this reason, sir. We have here a contract which 
and is signed by an individual who frequently doesn’t know what he’s 
had{ signing. There is no means whereby he can challenge what he has 
asch | signed afterwards in a court of law, and when he brings the case to 
kes | us, as a case presumably involving a charge of false pretenses, we are 
confronted with a signed instrument on one hand and this man’s 
erm _ statement of what the dealer has told him on the other hand. 


ttel Therefore, I would suggest that consideration be given to the prop- 
the | osition of as far as possible producing a contract that is understand- 
Ons. | able and is simple and concise and does represent the deal that the 


man has entered into. 
Mr. Fo.try. How do you reconcile your position, Mr. Gasch, with 
an; the old adage, let the buyer beware? 
Mr. Gascu. I don’t think we can, in discharge of our duties and 
responsibilities, let this group of unscrupulous dealers run rampant 
rour| in this field and this jurisdiction. | think we’ve got to help the 
1ing fellow who doesn’t know what he’s domg. At least we’ve got to help 
ther} him know what he’s doing, and that’s all I propose. 
Mr. ABERNETHY. | think what you propose substantially is a prep- 
aration of a contract which will be more or less written into this 
statute or into the regulations of the Commissioners. 
Mr. Gascu. Yes, | think it can be handled in a number of ways. 
I recognize the fact that you gentlemen are interested in other business. 
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— ABERNETHY. Do you think the purchaser would even read 
that? 

Mr. Gascu. What I would like to suggest is this: right now we 
have these balloon payments, we have repossessions, we have other 
unconscionable practices that have been given you in detail. It seems 
to me if we could tell this individual the total price on time is so 
much, you will be required to pay a certain amount at the signing of 
the instrument and a certain amount each month. That’s the main 
thing that he needs to know. 

The trouble is, however, we were given copies of contracts that 
were altered. When they were altered, we don’t know, but those 
instruments were altered and they were filed and recorded. On the 
basis of those recorded instruments, there was a repossession. 

Mr. AperNetTHY. Now let me ask you this: the group of which 
you serve as the Chairman, as I understand it 

Mr. Gascu. Yes, sir. 

Mr. ABERNETHY. Is this their recommendation? 

Mr. Gascu. Well, what I’m giving you now is my feeling about 
the matter. Our group does feel that the legislation which has been 





prepared by Mr. Bryan is good legislation, will correct many of these | 


abuses, and should be enacted. 

Mr. ABERNETHY. Now has anyone reduced to writing or amendment 
that which you now propose or suggest? 

Mr. Gascu. No, sir; I have discussed the matter with members of 
the Council. Generally, they are in agreement with that. I have 
discussed the matter with Mr. Bryan. I think it probably involves 
some difficulties. 

Mr. ABERNETHY. I’m sure it does. 

Mr. Gascu. But I think Mr. Bryan made the suggestion in one of 
our conferences that notaries public who are required to take the jurat 
on these contracts be required to explain these essential details; that 
is to say, the total price. 

Mr. Apernetuy. Well, I think you’re assuming that the notary 
could construe the contract and I don’t think he could. I’m sure 
you agree that he could not. The construction of a contract will 
eventually be for some judge. 

Mr. Gascu. I agree with that, sir, but the trouble is that these 
people do not know the essential details, which is the full amount of 
the contract plus the amount the individual is required to pay each 
month. Now if they knew those two things, it would be very helpful 
to them and make a much healthier picture here, so far as law enforce- 
ment is concerned. 

Mr. ABERNETHY. I can appreciate the point you’ve raised. I 
couldn’t draft the language, but if you know of someone who can, 
who will submit it, we ikaundier it. 





Se 


Mr. Gascu. Thank you, Mr. Chairman. I think truth in adver- | 


tising is the essential ingredient that we’ve got to be concerned with 
in this instance. 


Mr. ABERNETHY. I quite agree. 
Mr. Gascn. As well as doing what we can do to insure that the 
man who buys one of these cars knows what his obligation is, and in 


that connection I’m happy to see that balloon payments are cut out | 
and these transactions in which somebody thinks he’s buying an | 





autc 
man 


a4 2472 


still 
an § 
will 
furt 


( 





ead 


cher 
-Ms 
; $0 
x of 
1ain 


hat 
10Se 
the 


rich 


out 
een 
1ese 


lent 
s of 


ave 
ives 


e of | 


1rat 
hat 


ary 
ure 
will 


ese 
t of 
ach 
pful 
rce- 


can, 


ver- 
vith 





the | 


d in 


out : 
an 


AUTOMOBILE FINANCING 63 


automobile for $1 down, that those transactions are prohibited. A 
man has got to know what his obligation is. 

Mr. ABERNETHY. Do you have anything further? 

Mr. Gascu. No, sir; that’s all. 

Mr. ABERNETHY. Any questions? 

(No response. ) 

Mr. ABERNETHY. Thank you very much, Mr. Gasch. 

We do not have adequate time to go further this morning. There is 
still quite an extensive list of witnesses to be heard, so unless there is 
an announcement to the contrary in the next few days, this committee 
will convene at 10 o’clock Monday morning for the purpose of taking 
further testimony on this legislation. 

(The hearing adjourned at 11:55 a.m.) 
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MONDAY, FEBRUARY 8, 1960 


Houser or REPRESENTATIVES, 
SuBCOMMITTEE No. 2 OF THE 
CoMMITTEE ON THE District oF CoLUMBIA, 
Washington, D.C. 

The subcommittee met, pursuant to call, in room 445—A, Old House 
Office Building, the Honorable J. Carlton Loser presiding. 

Members present: Representatives Loser, Foley, and Wint Smith 
of Kansas. 

Staff members present: William N. McLeod, Jr., clerk; Hayden S. 
Garber, counsel; Donald Tubridy, minority clerk; and Leonard O. 
Hilder, investigator. 

Mr. Losser. This is a continuation of the hearings on H.R. 9876 
by Mr. McMillan. 

The first witness will be Mr. Maurice J. Murphy, executive vice 
president of the automobile dealers association. 

Is Mr. Murphy present? 

Mr. Murpuy. Yes, sir. 

Mr. Loser. Go right ahead, Mr. Murphy. 


STATEMENT OF MAURICE J. MURPHY, EXECUTIVE VICE PRESI- 
DENT, AUTOMOTIVE TRADE ASSOCIATION, NATIONAL CAPITAL 
AREA 


Mr. Murpuy. Thank you, sir. 

My name is Maurice J. Murphy. I am executive vice president 
of Automotive Trade Association, National Capital Area. This asso- 
ciation, founded in 1919 and incorporated under the laws of the 
District of Columbia in 1922, is made up of franchised new car dealers 
in the District of Columbia, nearby Maryland, and Virginia, as well 
as kindred line members, including 11 finance companies. 

They are: 

1. Associates Discount Corp. 
Commerce Investment Co. 
Commercial Credit Corp. 

Federal Services Finance Corp. 

First Credit Corp. 

G. A. C. Finance Corp. 

. Feneral Credit, Inc. 

. General Motors Acceptance Corp. 

. Maryland Credit Finance Corp. 

. Union Trust Co. of District of Columbia 
. Universal C.I.T. Credit Corp. 
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One of the aims of this association is to strive at all times for the | 





betterment of the industry, not only from the members’ standpoint, , sTAt 
but also from that of the public. Over the many years that the | 
association has functioned in this area, we have always supported | M 
those matters which we felt would be to the good of all concerned, af 
The association originally instituted and worked to have legislation | “ve 
enacted for a title law for the District of Columbia. We initiated An . 
action to obtain a lien law so that a lien on a motor vehicle would { 42% 
show on the title. We sought and obtained a municipal mechanical anv 
safety inspection for the District of Columbia that unquestionably iM 
has added immeasurably to the safety of the vehicles titled in the | y M 
meena of Columbia and operating on the streets of the Nation’s | oe | 
apital. : 
Guaee the past few years we have noticed with alarm the increase ! aap 
in unscrupulous practices among some few dealers in the District of { ” M 
Columbia. We have spent thousands of dollars with the better ) M 
business bureau in an endeavor to clean up misleading and bait-type | nt 
advertising. When information reached us concerning uncon-; ™ | 
scionable practices in the field of financing we immediately turned | Plu 
our attention to the possibility of having a finance law or regulation | val 
passed to put a stop to such matters. This we discussed with officials ' mT 
of the District and with our own membership with a view to obtaining | lenis 
appropriate law or regulation governing financing of motor vehicles aa 
in the District of Columbia. | aya 
While these discussions were still going on one of the local news- | em 
papers, the Evening Star, began the series of articles that brought the ; 
matter so clearly to the attention of the public. We ran a full page aad 
ad in the Evening Star congratulating them on their expose and we ed 
purchased 24,000 booklets of the compilation of the articles by Miss | ™ 
Miriam Ottenberg. Our dealers are giving them out to prospective offre 
customers now. At the recent automobile show staged by this a 
association we again made available to the public the booklets en- i 
titled ‘“Buyer Beware.”’ | oT 
We have cooperated with the Corporation Counsel in the prepara- | b 
tion of amendments to the present motor vehicle dealer regulations | OT 
and the proposed salesmen’s licensing regulations. We have also | ti 
worked closely with that office in the preparation of the bill now under yom 
consideration. partes 
Businessmen as a group do not like law or regulation relating to Be 
their businesses unless such becomes a necessity. The Congress of i 
the United States passed the Automobile Information Disclosure Act _ 
a little over a year ago. This particular legislation was strongly | on 
supported by the National Automobile Dealers Association and its fsa 
members. Since the effective date of October 1958, most dealers | hin 
agree that it has been a real help to the industry. (hin 
Under the present circumstances in the District of Columbia, we . } 
feel we should join the 30 or more States that have motor vehicle i 
financing laws and regulations and therefore we wholeheartedly en- nee 
dorse H.R. 9876, with the changes proposed by the Corporation o 
Counsel of the District of Columbia. a 
I thank you for the opportunity to be heard in this matter. x 
Mr. Losrer. Thank you, Mr. Murphy, for your testimony here. | a 


The next witness is Mr. Washington L. Cleveland of the American 
Automobile Association. 


the 
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the | gpaTEMENT OF ROSS D. NETHERTON, LEGISLATIVE COUNSEL, 


int, , 


the | AMERICAN AUTOMOBILE ASSOCIATION 

a | Mr. Neruerton. Mr. Chairman, illness has prevented Mr. Cleve- 
tied _ land from being here this morning. ’ 

ve | My name is Ross Netherton. I am legislative counsel for the 
vuld { American Automobile Association, and I would like to have your 
ica] » Permussion to appear in his behalf. 

bly | Mr. Loser. You certainly may. Do you want to file a statement 
the of Mr. Cleveland and make it a part of the record? 

ma | Mr. Nernerton. Mr. Cleveland was asked that question at the 
| last hearing and he said he would prefer to be here and read it. I 
| think it is only a two-page statement, so with your permission I would 
of | like to read it into the record. There may be questions. 

ter Mr. Loser. Go right ahead. 


Mt: Mr. Neruerton. My name is Ross D. Netherton. I am legis- 
YP@ | Jative counsel for the American Automobile Association. I am ap- 


a pearing this morning in behalf of and at the request of the District of 
ion | Columbia division’s advisory board to express support for the enact- 
ils | ment of H.R. 9876. 3 
ing | The board believes that H.R. 9876 should be considered as “must 

alas legislation for the District of Columbia because it is designed to cor- 


rect abuses and sharp practices which unjustly overcharge car buyers 
wl in the District of Columbia tens of thousands of dollars annually. 
'  Aseries of articles in the Washington Star much referred to recently 


a ) quoted District law enforcement officials and business analysts re- 
wet garding the number of complaints received from used car purchasers 
faa | who had been “taken” by unscrupulous dealers. These figures were 
seid impressively large, but, equally important, Mr. Chairman, these 
his | officials made the point that only a very small percent of the public 
wee who suffer from these practices file formal proceedings to recover their 


loss. 
| The great majority apparently would rather bear their losses than 


a publicly admit they have been victimized. 
‘we The purchase of an automobile, particularly a used car, is a trans- 
lel action which presents numerous possibilities for the unscrupulous 
, dealer or salesman, working with an unscrupulous sales finance 
to agency, to take advantage of a car purchaser. It is no answer to 
of | say that the purchaser should protect himself. ' 
a As a practical matter, the average car purchaser is no more an 
rly | expert on the complexities and details of automobile sales financing 
-¢, | than he is an expert on the mechanics of the engine under the hood of 
al | the car he buys. He cannot be realistically expected to protect 
| ange from a car dealer or sales finance agenty intent on fleecing 
, um. 
es An article entitled “Laws to Curb Used Car Sales Traps,” which 
.n- | ®ppeared in the January 1960 issue of the American Motorist maga- 
on zine, briefly traces the history of State legislation to protect the 


| motoring public against sales finance abuses, and shows the growing 
| trend of protective legislation by the States in recent years. 

Mr. Chairman, I request a copy of this article, which is attached 
| tomy statement, and which is a very short article, be made a part of 
' the record of these hearings. 

Mr. Losrer. Without objection it will be so ordered. 


an 
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(The article referred to is as follows:) 
Laws To Curs Usep Car Sates Traps 


(By Ross D. Netherton) 


The spotlight of publicity has recently been focused on used car sales in the 
Washington area, and has aroused the concern of the D.C. division of the AAA, 


the National Automobile Dealers Association, and others interested in the motorist | 


regarding tighter control of the practices of the unscrupulous element among 
used car dealers. Publicity and dealer organization discipline can do much to 
help protect the public. Some States, however, have found that stronger measures 
are necessary to rid the used car market place of the balloon note, the blank 
contract, the price pack, and other sharp practices. 

Maryland, for almost a score of years, has had protective legislation for car 
buyers. Under this law a copy of the contract and receipts for all payments must 
be furnished to the buyer. In the contract form certain disclosures must be made 
regarding price, charges for extras, service and delivery charges, finance charges, 
schedules of payments, and terms of repossession and resale in case of default in 
payments. iability insurance, which is a costly enough extra item to influence 
a prospective buyer’s delicately balanced personal budget, is sometimes glossed 
over by glib salesmen. 

Maryland law requires that car sales contracts must state in 12-point boldface 
type or larger that the insurance either does or does not include personal liability 
coverage. Maximum finance charges are spelled out in the statute, with penalties 
provided for overcharges of finance or insurance costs. The buyer is guaranteed 
the right to accelerate the payment of his sales contract and to receive a refund 
of a proportionate part of the financing charges. 

The right of repossession of cars following failure to keep up payments has 
always been subject to abuse by unscrupulous dealers and finance companies. 
Against professional repossessors and hot-wire experts, the slow-moving legal rights 
that the law generally gives a debtor are of little use. Repossession may be 
followed either by a quick sale to another party acting for the dealer or finance 
company, or a slow sale, delayed until the debtor loses all incentive to redeem 
his ear. In either case the debtor probably loses the downpayment and install- 
ments he has already paid on his contract. The Maryland law deals with this 
problem by specifying that repossession, redemption and resale of cars bought on 
installment contracts must follow an orderly and open procedure which assures 
gree for the debtor to exercise the rights he has under his contract and the 
aw. 

In recent years other States have begun to follow Maryland’s lead in the enact- 
ment of laws to protect used car buyers. In 1957 Florida passed laws requiring 
the licensing of sales finance companies and used car dealers. Under Florida law 
the State motor vehicle commissioner may revoke the business license of a used 
ear dealer who defrauds a customer. A performance bond posted by dealers 
stands as guarantee that buyers will have some assurance that their contracts 
will be performed. Florida’s law relating to sales finance companies runs parallel 
to Maryland’s law in many of its provisions requiring itemization of information 
about the price and terms of financing. It also limits the amount of financing 
charges and tempers the harshness of repossession and redemption procedures. 

During the 1957 and 1958 sessions of the State legislatures, other States— 
Idaho, Nebraska, South Dakota, Michigan and New York, to name a few— 
adopted regulatory laws protecting the car purchaser in his dealing with sales 
and finance companies, all basically similar in their approach to the problem. 
This increased interest continued in the 1959 legislative sessions just concluded. 

The importance of reasonable regulation of used car sales and finance from the 
viewpoint of the car-buying public and the reputable businessman with a large 
investment and goodwill in his community, was highlighted by a report prepared 
in March 1959, for the Maryland Legislative Council’s Special Committee on 
Retail Sales. In this report, John Dallam, deputy administrator of Maryland 
loan laws, pointed out that banks, industrial finance companies, credit unions, and 
small loan companies operate under stricter supervision and with many less privi- 
leges than the installment seller who deals with a captive buying public in most 
instances. 

Despite efforts of many operators in the installment selling field to clean house, 
the problem of protecting the public remains. ‘Daily, some energetic, ambitious 
seller or finance representative thinks up or devises a new plan to make an addi- 
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| tional profit or get an additional advantage from the installment buyer,” the 
report states. ‘The law must be as modern as the installment business,’’ Mr. 
Dallam concluded, ‘‘if unfair and unscrupulous dealing is to be eliminated.” 

| Mr. Neruerton. In urging the enactment of legislation to protect 

the public against automobile sales and finance abuses, the District of 

de | Columbia division calls attention to one final point: 
‘AA, . The practices used to take advantage of car buyers are numerous and 
orist | diversified. Some protection must be given on an equally broad basis. 
nong The provision of H.R. 9876, which sets the ceilings on finance rates, and 
-h to | which authorizes the District of Columbia Commissioners to pro- 
lank mulgate further regulations relating to such subjects as additional life 

| and other insurance, and service charges for setting up books, recording 
r car fees, service charges for rot regs. certificates and tags, and similar 
must | charges, should be promptly and effectively put into effect. The 
a Congress should review progress in the implementation of these delega- 
it in \ tions of authority at an appropriate future time to assure that the 
ence | protection which they promise is being realized. 
ssed With this one comment the District of Columbia advisory board of 
| the American Automobile Association wishes to commend this com- 


if ‘ : ; - - é 
ility mittee for its prompt action in holding hearings on H.R. 9876, and 
Ities | looks forward to equally prompt action by the committee in reporting 


teed _ this bill to the House for passage. 





be Thank you, Mr. Chairman. 
has ( Mr. Loser. Mr. Smith? 
nies. Mr. Wrnt Situ. No questions. 
ghts Mr. Loser. Thank you very much, sir. 
&... ) _ The next witness is Mr. Bernard Margolius, general counsel of the 
eem | Metropolitan Automobile Association. 
tall- | (No response. ) 
hee Mr. Loser. Mr. Daniel Partridge III, of the Bar Association of the 
ibe: District of Columbia. 
the Is Mr. Partridge here? 
| (No response. ) 
act- Mr. Loser. Mr. William R. Lichtenberg, attorney for a group of 
las | finance companies. 
ssed Go right ahead, sir. 
~ Do you have a copy of your statement? 
acts , 
ullel | STATEMENT OF WILLIAM R. LICHTENBERG, REPRESENTING A 
cing | GROUP OF FINANCE COMPANIES 
S. 
we | . wy LicHTENBERG. No, sir. My presentation is going to be very 
| brief. 

— By and large, after examination of the proposed bill, we think it is 
1. salutary. There are a few minor things that have been given a great 
the | deal of consideration, but the office of the corporation counsel has, on 
8; { its own, made some suggested amendments to the pending bill, which 
on | take care of some of the problems we were concerned about. 
and | One of the things that gives us a great deal of concern is the provision 
and | forthe bond. That is under section 3(b), which reads as follows 
He Mr. Loser. Where is that? 

Mr. LicuTENBERG. I don’t have the same copy of the bill that you 
ise, | have. If you will indulge me for just a moment, I think I will be able 


a , o find it in your copy. It is on page 9, subsection (b). 
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Mr. Loser. Line 16. Go right ahead. 
Mr. LicuTenBeErG. That is right. 
It reads: 


Sec. 3. (b) The bond authorized by this section shall be a corporate surety 


bond in an amount to be fixed by the Commissioners, but not to exceed $25,000, 
* * * 


It seems to me that the legislation itself should provide for the 


amount of bond involved. It also seems to me that $25,000 is too | 


much of a bond. Subsequent to this provision, and that is section 
(c)(1), which reads: 

Any person aggrieved by the violation of any law or regulation applicable to 
a licensee’s conduct of the licensed activity shall have, in addition to his right of 
action against such licensee, a right to bring suit against the surety * * * 

We have no objection to that, except that in the following section, 

(2) Upon the commencement of any action or actions against the surety upon 
any such bond, for a sum or sums which the Commissioners determine may 
result in depriving members of the public other than the plaintiff or plaintiffs in 
said action or actions of adequate protection under said bond, the Commissioners 
may in their discretion require a new and additional bond, * * * 

That is giving the Commissioners, in my view, a little bit too much 
authority. 

Any plaintiff may file a suit without any basis in law or in fact, 
but the Commissioners on their own may say, “Well, if a suit. is filed 
for $25,000, and even though a court of competent jurisdiction has 
not determined whether or not the plaintiff is entitled to recover,” 
still the Commissioners may say, ‘‘Well, we want another $25,000 
bond.” 

It seems to me until a judgment is obtained against a licensee that 
the Commissioners should have no authority to require additional 
bonds. 

Mr. Loser. This is simply in the interest of the victim, is it not, 
that there be sufficient funds available should he obtain a judgment? 

Mr. Licutensere. If you call him a victim. I call him a plaintiff. 

Mr. Loser. He is going to have to be a victim if he obtains any 
damages. 

Mr. LicutenserG. That is correct. Until he obtains any damages 
there is no reason why the Commissioners should determine that 
there should be additional bond. Bonds generally are to indemnify, 
and I do not believe that an examination of all the records of all the 
courts will show that there are any outstanding judgments against 
any finance company, large or small, which have been liquidated 
and paid. 

Mr. Losesr. I believe you represent some finance companies? 

Mr. LicutenBera. I believe seven individual finance companies. 

Mr. Losrer. Would you mind naming those companies? 

Mr. LicHTENBERG. Yes, sir. 

Gulf Discount, Mercury Finance, Motor Credit Co., Universal 
Acceptance Corp., Franklin Investment Co., and the Loraine Finance 
Co. 

I do represent other finance companies who have not employed me 
to appear here for them in this hearing. It seems to me if we examine 
all of the legislation involved in financing in other jurisdictions, I do 
not believe that you will find where a $25,000 bond has been required. 
In addition to that, perhaps large companies have no problems ob- 
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taining bonds, but perhaps some small companies might have some 
problems obtaining a bond of indemnity for that amount. 

Mr. Loser. Would this bond that is required under this bill affect 
finance companies? 

Mr. LicHTEeNBERG. It is only for the finance companies. 

Mr. Loser. The bond is to be provided by the finance company? 

Mr. LicutenserG. That is right. 

Mr. Loser. And not the dealer? 

Mr. Licurensperc. Not the dealer. The dealer has nothing to do 
with this particular legislation—the automobile dealer. The finance 
company merely purchases the paper, the conditional sales contracts, 
in the financing. There is other legislation, or there are other regula- 
tions that provide for the bonding of automobile dealers and their 
employees and salesmen. 

Mr. Loser. There is a rather close connection between the dealers 
and the finance companies. 

Mr. Licnrensera. There is in some instances, but in most instances 
there is not. I think if Mr. Margolius were here testifying for the 
Association of Used Car Dealers, he would present those facts to you, 
namely, that with rare exceptions the independent finance companies 
are not the dealerships, and by separate legislation and separate 
regulation the Government has seen fit to protect the public insofar 
as the dealers are concerned. 

Mr. Loser. There isa right close relationship between them down in 
my country, but go right ahead. 

Mr. LicureNnBerG. I will not say it does not exist here, because it 
does not exist in many instances, but by and large there are—most of 
the dealers in the District of Columbia are independent automobile 
dealers who have to finance their paper and sell their paper either to 
banks or finance companies. They do not deal with just one bank or 
one finance company, but it has been my experience when an auto- 
mobile is sold, based on the credit standing of the purchaser, very often 
the conditional sales contract and note has to be shopped around to 
various finance companies before they find a purchaser. 

But other than what I have pointed out, there is nothing that I can 
see in this bill that is not salutary in nature. 

Thank you, gentlemen. 

Mr. Loser. Mr. Smith. 

Mr. Wintr Smita. How many other companies did you say you 
represented besides the ones you named? 

Mr. Licutensera. | represent three other companies. 

Mr. Wint Situ. What are their names? 

Mr. LicutensBera. I do not—I will be glad to point them out to 
you. The Associate Investment Co., although | am not appearing 
for them here. The Universal C.I.T. Corp. I am not appearing for 
them here. And the Automobile Banking Corp. of Philadelphia, and 
[am not appearing for them here. 

Mr. WintSmiru. Didn’t you say three? 

Mr. LicuTenBERG. Yes, sir. 

Mr. Win Smirn. Didn’t you just give me two? 

Mr. LicntensBerG. No, I gave you three. Automobile Banking 
Corp. of Philadelphia was the third. 

Mr. Wrnt Smirn. Take that first list you gave us and tell me the 
addresses of those companies. 
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Mr. Licntensera. The Gulf Discount Corp. at 14th and Florida ©®8' 





Avenue. and ¢ 
Mr. Wint Smiru. Tell me how long each one has been at those | ™%0 
addresses here in Washington. | be fu 
Mr. LicutenBerG. My recollection of Gulf is they must have been '™P 
in business here for the last 20 years. | much 


The Mercury Finance Co. They are in Silver Spring, Md., and | !7#! 
they have been in business, I would say, for approximately 10 years, — 2&e@€ 

The Motor Credit Corp. I would say they have been in business ; thé P 
for a period of about 15 years. won 

The Loraine Finance Co., a comparatively short time. I would yah 


say a period of about a year, if that long. dl 
The Universal Acceptance Corp., about 2 years. Th 
And the Franklin Investment Co. I would say about 5 years. | bear 
As to the others, whom I am not appearing for, they have been | = 

many years in business. | Mi, 
Mr. Wint Situ. How many finance companies do you think there| * 

are here in Washington? van 
Mr. LicutenserG. Oh, I would be guessing at this point, but ]| 

would say about 30. eT 
Mr. Wrint Situ. And you represent 7 of them? ( 


Mr. LicuTenBerG. That is right. 
Mr. Wint Smiru. And three that you do not officially represent, 





but you are speaking for them? 
Mr. LicuTenBEerRG. No, I am not speaking for them. Ra 
Mr. Wint Smiru. I know, but you gave them as others whom you -_ 
represent. , Mr 
Mr. LicnHTensBerea. Yes. will b 
Mr. Wrint Smiru. I guess that is all, Mr. Chairman. of me 


Mr. Loser. Mr. Foley, this gentleman is Mr. Lichtenberg, who is | _™ 
an attorney for a group of finance companies. Would you care to ask | (br, 
him any questions? : 

Mr. Foutey. I have no questions at this time, Mr. Chairman. | 

Mr. Losmr. Thank you, sir. If 

Mr. Licurenserc. Thank you. bette 


Mr. Loser. Mrs. Isabel C. Moore. | SUPP 
mean 
STATEMENT OF ISABEL C. MOORE, WASHINGTON, D.C. — 

bs 
Mrs. Moore. I am Isabel C. Moore and I am speaking as an indi- en 
vidual. There is an allied, serious need, which should be included in M: 


legislation to correct the used car and car financing rackets, as it is ~_ 
even more important; car repair control. If there is any class of mn 
workers who needs adequate instruction in its work, and supervision | Bi 
through licensing, it is automobile mechanics. Their efficiency is | “I 
literally a matter of life or death. And much money is wasted, and | "i 
serious hazards and inconveniences caused, because of slipshod, | the | 
inefficient work done by inexperienced, irresponsible workers. | rega 
The solution to this problem is not the prosecution of owners of | 
repair shops, or their mechanics, but correction of the fundamental 
causes. Evidently, the repair shopowners have difficulty getting | Vv 
trained mechanics, and the mechanics have difficulty getting training, | per 
but have to pick it up as best they can, by watching others work. | post 


Therefore, this training should be made more accessible. In addition | 
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toa general education, every boy and girl in high schools, trade schools, 
and colleges, should be given specific and thorough training in one 
major, and one minor, profession or trade, at which he or she would 
be fully skilled to work efficiently when leaving school. This is 
important in peacetime, but vital in war. Although we have suffered 
much for lack of this in the past, we still haven’t provided for this need. 
Training in automobile mechanics is one of the most important skills 
needed, not only to provide a living, and dependable repair service for 
the public, but to give absorbing occupation to boys, who get into 
trouble from sheer lack of anything to do which interests them. There 
isalso a great need of adult education of all kinds in both day and night 
classes. 

I have given you two articles I cut out of the Star yesterday which 
bear that out as to the need for boys to have some skills that are trade 
skills in addition to academic. Do you have those two clippings? 

Mr. Loser. Have you given those to the reporter? 

Mrs. Moore. Yes. They are very interesting articles in the Star 
yesterday. 

' Mr. Loser. Without objection, they will be made a part of the 
record. 

(The articles referred to are as follows:) 


{From Washington Sunday Star, Feb. 7, 1960] 
New Lasor Tipe SEEN Bar TO DISCRIMINATION 


Rapid and massive changes in the labor force in the 1960’s will require the 
abandonment of job discriminations based on race, age, sex and color, Secretary 
of Labor Mitchell said yesterday. 

Mr. Mitchell made public a Labor Department study showing that industry 
will be hit by a tide of young and inexperienced workers just as it feels a shortage 
of men in their working prime—the group that provides managers and foremen. 

The proportion of older workers and working women will climb steeply, the 
report said. Two of every five employees will be over 45, and by 1970 one of 
every three will be a woman. 


PRODUCTION GAIN SEEN 


If management can cope with these impending shifts—and with the need for 
better trained and educated employees—the country’s Manpower resources can 
support a 50 percent gain in production, Secretary Mitchell said. That would 
mean a $750 billion output in 1970, compared with a recent rate of $485 billion. 

Hinted at, but not directly discussed in the comprehensive study, was a question 
raised by some economists: Whether the economy will grow rapidly enough to 
absorb a net increase of 134 million in the labor force in 10 years without painful 
unemployment. 

Mr. Mitchell told a news conference that the study assumes there will be high- 
level prosperity, no depression, and no war. So, he said, high employment, a 
25 percent rise in living standards and a three-fourths-trillion-dollar output rate 
not only are realistic, but conservative targets for the decade. 

But the road is beset with complex problems, the Secretary said, and: 

“In brief, we in the United States have a critical and difficult task before us 
in making the best use of our manpower in the next 10 years. 

“We must improve individual competence, present and prospective, across 
the board.’’ Mr. Mitchell said, ‘“(and) use all our manpower resources without 
regard to race, sex, age or physical handicap.”’ 


COMING OF AGE 


While the population will be climbing from 180 million to 208 million, or 15 
percent, the number of workers will grow by 20 percent as the children of the 
postwar baby boom come of working age. 
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In the single year 1965, 3,800,000 youngsters will reach age 18—a million more 
than in 1964—and will be ready for work or college. This is the 1947 bumper | Thos 
crop of babies. fail to 
ver the whole decade, 26 million new young workers and 3 million women no tale 
will enter the labor force, some 40 percent more than during the 1950’s, while| I g 





only 15% million older workers will die, retire or stop working for other reasons. So gy 
i ° 
| Mr. 
not tru 
Scnoots Aim To Give Jos Skits To Dropouts a 
ikely 
(By Andrew W. Bingham) than a 
Very 
With confidence and optimism, Hyman Perlo started an important new program | sites 
for District schools last fall. hospite 
He was to take boys who dropped out of school before graduation and help | school 


them in one of two ways: by placing them in jobs, or by convincing them to | “Wh 
return to school. school 

Mr. Perlo smiles these days as he recalls his expectations of just a few months, 4 p 
ago. He had fully intended to measure his success in numbers: how many! ¢he Ar 
youngsters were actually helped through the program. 


b service 

But it hasn’t worked out that way. | 
ANSWERS ARE ELUSIVE | Dist 
proble 


“T used to think I knew all the answers,’’ Mr. Perlo says, ‘‘Now I don’t think | one, it 
I know any of them.” he 
He considers his work—so often frustrating—is made worthwhile with each \ tial dr 


individual he is able, somehow, to help. get th 
Mr. Perlo’s experiences point out the complexities of one of the toughest , than 

educational problems facing District school officials—dropouts. otes, 
Last year about 800 boys dropped out of school during the year; about 1,150 | 

girls did the same thing. high s 


These youngsters, having passed their sixteenth birthdays, no longer were about 
legally required to attend school. The largest number drifted away from the He 
10th grade; the smallest number, from the 12th. progr: 

The schools have no legal obligation to provide further education for these} study 
dropouts, or to try to help them in any way. But officials feel a strong moral | tion ] 


obligation. ( turall 

They are concerned about the type of life these younsters—particularly those Mr 
who have to become wage earners—will be able to lead without a high school) atten 
diploma, in the 

They recognize, Moreover, that most of the dropouts have chips on their| gervie 
shoulders. During their school careers they never knew what it meant to do Su 
something well, or to be successful, they never developed any feeling that they} Hans 
could function as responsible members of the community. Bu 


According to Dr. Benjamin L. Hunton, supervising director for junior and! gchoc 
senior high schools, the dropout is usually unstable, in poor physical condition, him, 
has a record of failure in school and often has had trouble with the police. | 


Dr. Hunton notes that these factors explain why the dropout leaves school— M 
and also why, so often, he or she is unable to get a job. the 
B 

NEA FILLS OUT PICTURE be 1 


The National Education Association, in a special pamphlet, fills out the picture | 7 Vv 
of the dropout: 

Usually 16 years old * * * does not belong to any school group and doesn’t jee! 
participate in extracurricular activities * * * relationships with other students , care 
often bad * * * has poor attendance record as well as a history of resistance to, Pal 
school authority * * * retardation averages about 2 years because of academic! it, 1 
disinterest * * * has parents who themselves place little value on education and| thr 
are impatient with the child for spending time in school rather than in a wage- | 
earning job. ; 

Mr. Perlo can give numerous examples of what happens to dropouts after { Mf 
leaving school. Because of stringent labor laws here, they cannot, while under reli 
18 years, qualify for many jobs. As unskilled workers, moreover, they find stiff | qac 
competition for available jobs from older, more experienced people. | 
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Those fortunate enough to get jobs, moreover, often do not keep them. They 
fail to report for work regularly; they are caught stealing, or they simply have 
no talent. 

“IT got a job for one husky boy as a furniture mover,’’ Mr. Perlo says. ‘But 
he was fired because he could not do a competent job. He did not follow direc- 
tions.” 

Mr. Perlo adds: ‘‘People think anyone at all can do a job like that. But it’s 
not true. These kids need training.” 

Without a job, and without prospects for getting one, the dropout is very 
likely to turn to crime. The delinquency rate among dropouts is 10 times higher 
than among high school graduates. 

Very often the youngster leaves school because he needs money. Mr. Perlo 
cites the current case of one 17-year-old boy who, he says, could become a good 
hospital technician. But he cannot start training for such a job without a high 
school diploma, or before he becomes 18 years of age. 

“What can I do?”’ Mr. Perlo asks. ‘‘How can I convince this boy to go back to 
school when he doesn’t have any money?” 

A possible solution in such cases—but not always a very satisfactory one—is 
the Armed Forces. As Mr. Perlo notes, ‘‘it’s the easy way, to send him to the 
service.” 

PILOT PROGRAM SOUGHT 


District school officials are determined to come to grips with the dropout 
problem this spring. They want to have some new program, even if only a pilot 
one, in effect by next fall. 

They know they will have to develop some practical course of study for poten- 
tial dropouts which will hold their interest, make them feel useful and productive, 
get them a diploma and, finally, get them a job. 

“If we can give this type of youngster a chance to earn a living,’’ Dr. Hunton 
notes, “‘he will be less likely to commit the yoke robbery.” 

Last month John D. Koontz, assistant superintendent for junior and senior 
high schools, circulated a memorandum to principals asking for their suggestions 
about establishing a special program for potential dropouts. 

He particularly asked them to consider the relative importance of Mr. Perlo’s 
program; the need for curriculum revision; the development of a broad work- 
study program; more extensive shop classes in junior highs; changing the promo- 
tion policy from junior to senior high, and the need to assimilate and help “cul- 
turally deprived students who are new to the city.” 

Mr. Koontz himself has suggested a work-study program. Students would 
attend classes for very basic instruction in the three R’s during the morning; 
in the afternoon they would get specific training for filling such positions as maids, 
service station attendants, custodians, and parking lot attendants. 

Such an emphasis on job training would seem to run counter to Supt. Carl F. 
Hansen’s drive to emphasize academic subjects in all grades, at all levels. 

But, as Dr. Hunton points out, the potential dropout simply will not stay in 
school unless he is convinced that what he is learning will be of practical value to 
him, and unless he meets with some success in his work. 


Mrs. Moore. One is by Secretary of Labor Mitchell which tells of 
the need that boys have for learning trades. 

But most of all, the fact must be faced that ethical conduct cannot 
be legislated successfully. People have to be first shown the practical 
as well as spiritual values of it, through education in religion, which is 
the source of all ethical conduct. This can only be accomplished for 
children, in schools, which is the only place many can get it, as their 
parents have never had any training in religion, and can neither teach 
it, nor appreciate it; and the only places many adults can get this is 
through the press, television, and so forth. 

_ Intelligent Congressmen can readily recognize that one of the most 
important pieces of legislation they can bring about is the making of 
religious education in schools possible by having the Supreme Court 
decision forbidding it, reversed; and then assisting in putting it into 
operation. The widespread disintegration of human welfare caused 
by lack of ethics shows the great need for this. Certainly, most of 
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the people of the United States have sufficient commonsense in they. = 
enlightened times to make it work. P all 

Some of the examples of the need for this legislation are: - 


1. A replacement of parts costing only a few cents was made, whic ee 
necessitated taking down a motor, which is an expensive job. The, Gatio 


broken parts were replaced and the motor assembled. After the cg 
had been driven a few miles the other similar parts broke, so the moto " 
had to be taken down again. It would have cost only a few cents *% 
more to have replaced all these equally old parts the first time, which r ” 
the mechanic should have had the simple commonsense to do. The ve 
manager of the repair shop made no reduction in cost of the second Mr 
job, although this was his mechanic’s mistake. | te y 
2. The careless work of a mechanic would have cost a car owner| pr Ae 
an expensive repair job of renewing stripped gears, if it had not been|* 


- AF - ongan 
discovered in time. ' of eve 
3. A $100 replacement of faulty transmission gears had to be done, cite 


and because it was not done right, had to be done a second time—st bli 
full cost. The second time, the mechanic failed to tighten the grease| Th 
seal which allowed the lubricant to leak. This would have caused g the © 
third repair job, adding up to almost $300 if the owner had not dis-| here 
covered the leak. | 
4. A car was taken into a shop for an oil change. The oil was: 
drained out, but not replaced, which the owner did not discover until 
out on the highway miles from a gas station. 
There are endless other examples. This is respectfully submitted, | finale 
Mr. Loser. Thank you very much, Mrs. Moore. ! 
Mrs. Moors. Thank ou. | with 
Mr. Loser. Mr. Smith? be 
Mr. Wint Situ. No questions. 


Iw 
to the 


Mr. Loser. Has Mr. Partridge come into the room? a 
STATEMENT OF DANIEL PARTRIDGE III, APPEARING FOR BAR pe 
ASSOCIATION OF THE DISTRICT OF COLUMBIA wher 

othe: 





Mr. Partrince. Yes, sir. dad 
Mr. Loser. Come right around, Mr. Partridge. It 
Mr. Parrrince. Right, sir. Cour 
Mr. Loser. I believe you represent the Bar Association of the; 





se ; +4 ing | 
District of Columbia? pa 
Mr. Parrripce. I do indeed, Mr. Loser. abite 
Mr. Loser. We are happy to have you here. of b 
Mr. Parrripce. Thank you, sir. I am sorry to be late but | I 
did not hear from my bar association, Mr. Chairman and members| wah 


of the committee, until 10 o’clock this morning, so I did not know N 
exactly what stand I could take on behalf of the bar association until N 
that time. Now I know. finer 
Mr. Loser. We will take you on your own. V 
Mr. Partrince. Right, sir. I have been working with the various | You 
members of the Corporation Counsel’s office and representatives of| oon, 
the automotive dealers’ association in drafting the regulations. The| jog; 
bar association has considered the bill before you, gentlemen, and we lars 
approve that bill heartily. We think that there is a crying need for' req 
this legislation and we think that this bill meets that need. | 
} 


| 
} 
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7 The bar association does favor raising the ceiling on the bond set 
€ in section 3 to $50,000 instead of $25,000. I am also a member of the 
small loans committee of the bar association, and that committee 
has some ideas about section 3 which I would be glad to express if you 
gentlemen would like to hear them, not as the opinions of the bar asso- 
ciation but as the opinion of the small loans committee of the bar 
association, which is made up mostly of general practitioners. I am 
“_ a general practitioner in the District of Columbia, and unaccustomed 
whid to appearing before legislation committees. Would you all like to 
Th | hear what the small loan committee feels about the bond in section 3? 

¢/ Mr. Loser. Yes, we would. 
Mr. Parrripce. The majority of the small loans committee feel that 
owl! itis unrealsitic to put a oe on such a bond because of the fact that 
“er er! bond in one amount could be entirely inadequate in case of a large 
a organization doing, let us say, a $1 million a year business. A bond 
dull of even $50,000 might be completely inadequate to keep it in line if it 
* =| pet doing business on a shoestring, to look after the interests of the 
ublic. 
reas , The small loans committee, therefore, would favor the striking of 
t dis. | the ceiling of $25,000 on the bond provided that the Commissioners 
+! be required to make reasonable classifications for the fixing of bonds. 
1 I would like to say in addition to that, that I think the power given 


: inl ' to the Commissioners to make regulations under this bill will be wisely 


whic) | 
The 
he car! 


motor 


second| 


|and ably exercised. I say that because of the fact that in working with 
itted | the Corporation Counsel, Chester Gray, and his assistants, I have con- 
€(. | firmed the opinion that I had before of that Office, to the effect that 
that Office is composed of able attorneys, and not only able but men 
| with good commonsense and intelligence. They are intelligent people, 
| and wise people, and conscientious people. 
I think the conferences we have had on these regulations would 
demonstrate that fact to anyone who had attended the conferences. 
B I think in considering the regulations that we passed, they took into 
consideration the interests of the people. There is always a tendency, 
when there is a movement on foot to get law violators, to go to the 
other extreme. I do not think that they have been pune by that 
tendency. I think that is a danger in passing regulations of this kind. 
| I think there is no danger here, because I think that the Corporation 
th Counsel’s Office in working for the Commissioners, and in promulgat- 
*! ing these regulations, will look after the interests of everybody con- 
cerned, and will not pass such regulations whereby there can be 
abuse and whereby we can have a situation where people are put out 
of business unjustifiably. 

I will be glad to answer any questions that you gentlemen might 
want to ask. 

Mr. Losrr. Mr. Smith. 

Mr. Wint Situ. Do you think the size of the bond should be 
fixed by the amount of business being done by a company in a year? 
“il Mr. Parrripce. I think that should be one of the elements, if 
Ja Your Honor please. I think there are other elements that should be 
The considered. I would think that the principal elements would be, 
1 | besides the volume of business, the net worth of the individual mem- 
| for’ bers. I would think that a man with a lot of net worth should not be 

| required to put up as much of a bond as a person who is doing business 








ut | 
rbers | 
cnow 
until 
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on a shoestring, because the purpose of the bond would be to protect | ¢ an : 
the members of the public in case the company went into bankruptcy, | the ca 
Mr. Wint Smitu. Then you think they can use Dun & Bradstreet | from ! 
as a classification aid in making their determinations? Auto 
Mr. Partripce. I am sorry, Mr. Smith. Sin 
Mr. Wint Smiru. I say, then could they use Dun & Bradstreet as |Mr. R 
a reference to determine what the size of the bond should be? i the at 
Mr. PartripGe. Well, I think they could get a financial statement haar 


at the time the applicant made his application for license, and a e 





Thi 
balance sheet to see what the net worth was. I suppose they could | Robe 
check with Jones Mercantile, or Dun & Bradstreet. is to k 

Mr. Wint Sirn. That is all, Mr. Chairman. . 


Mr. Loser. I am wondering, Mr. Partridge, if you have seen the |~ qny 
provision on page 11, beginning on line 4, which authorizes the Com- | gho « 
missioners to double the amount of the bond if it appears to be in the | Ki 
interests of the community, or people who have done business with | bility 
one of these finance companies? ee 

Mr. Parrripce. Yes, sir. I have seen that provision. It seems | prote 
to me to be needed. As I understand that provision, it is only in| Th 
case claims are made that endanger the security of the public—and a | "Re 
bond is rendered as security for the public—that an additional bond , 
in the same amount can be required. I can envisage a situation, an 
I think situations have occurred in the District, where claimants have |_ D: 
come in against, let us say, real estate agents who have to put up a | gg 
bond under our act, which exceed the amount of the bond. If there l: Hh 
are any claims that exceed the amount of the bond, I would think it | my : 
would be a very good thing to allow the Commissioners, if such claims , the | 
were sanuadl, to say to the other person, ‘Well, it looks as though | , & 


you might not be doing business legitimately here. If you want to i. 


continue in business put up another bond.” T’ 
Mr. Loser. Thank you very much, Mr. Partridge. Is Mr. Mar- | one 
golius here? a 


(No response. ) to 
Mr. Loser. If Mr. Margolius, the representative of the Metro- | f 


politan Automobile Association, wants to file a statement, without | call 
objection it may be filed. i Aut 
i might say that Mr. Abernethy, who is the chairman of this sub- | oF 

committee, is ill. The meeting will stand adjourned until a decision 
is made by the subcommittee chairman. The 
(Whereupon, at 10:35 a.m., the subcommittee adjourned subject to | the 
the call of the Chair.) ti 
(The following letters were submitted for the record:) 1 
Wasuinaton, D.C., February 5, 1960. | Pe 


Congressman John S. McMillan and Members of House District Committee. 


Dear Srrs: I, Vivian C. Johnson, have a case in the District municipal court 
Civil Action 119-81-59, Vivian Johnson v. Gene Auto Discount and Franklin 
Investment Co. This case has been dragging on the court calendar since last April 
1959, and each time it is set back on some weak pretext and excuse. It was to be 
heard at 10 o’clock today and I was told it will not be heard until February 10, 
1960, because six judges and one of the defense lawyers have the flu. I believe the 
real reason is to avoid investigation for their nefarious financial practices in the 
used car business. 

I am suing the above-named persons to wit: Gene Auto Discount and Franklin 
Investment, for unlawful entry on my property and the use of my property b 
placing themselves thereon and therein, in the perpetuating of a crime, the theft 
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protect | of an auto from one Robert H. Holmes, who as a roomer in my house, had placed 
‘UPtcy, | the car in my garage because the dealers tags were dead and he was waiting to hear 
street | from his attorney, Raphael Urciolo, what agreement had been reached with Gene 
Auto Discount and Franklin Investment (one and same company), as to the 
return of his money $400 downpayment and $8 notary, fee basis notary. 
Since a crime of theft, petty larceny had been committed by the notary against 
‘eet as |Mr. Robert H. Holmes in the execution of the contract, said contract was void and 
jthe auto company nor the finance company or any of their employees had any 
ement tight to take the car without the full return of Robert H. Holmes, $400 downpay- 
and ment and the $8 charged him for fee basis notary. 
&/ This has been explained fully to the office of Mr. Nottingham, who has all of 
could | Robert H. Holmes papers including the receipt for the fee basis notary of $8. It 
is to be noted no action has been taken by the District License Office against Gene 
Auto Discount or the notary (Batista, who is an officer of that company or Franklin 
n the | Investment). ; 
7) Jl€ | Investigation may disclose that there is a criminal past in some of the persons 
Com- |who operate for Franklin Investment and Gene Auto Discount. 
In the | Kindly bring this matter to the attention of persons of authority and responsi- 
with | bility who are in positions to take proper action to rectify the wrongs done in this 
case. I do hope the information here will help shed more light on the irregular- 
ities which exist in car transactions in the District of Columbia and the lack of 
seems | protection the public has from the persons in positions to render such protection. 
ily in | This is no longer a used car business; it is a vicious racket which is spreading its 
and q | taint to places of responsibility. 
bond | Respectfully submitted. 








~ Mrs. Vivian C, JOHNSON. 

b 

have | Dear Sir: I bought a car from Gene’s Auto Discount on February 13, 1959. 
up a | I paid $400 down and $10 for a notary on my papers to a man named Sam Bista, 
there | the notary. 
nie de | He later gave me $2 back and told me the $8 was for the notary as it was on 
nk it | my notary receipt. I was charged $238 for life insurance in the contract which 
laims , the people with whom I room, told me was wrong. ; 
ough So, I hired a lawyer, Raphel Urciolo, to get the $408 back for me and give them 
nt to | om their car. The lawyer told me not use the car so I put it in the garage where 

ive. 

Then these people from Gene’s Auto and their finance people came or sent some- 
Mar- | one at night and unlocked the garage door and took the car out and then locked 

the garage door back. 
The lawyer got on them and they gave him $300 out of court for me and I had 
rare him $100 of that. 





etro- hese Gene Auto people still have $108 of my money. The people I live with 
hout | called the auto squad and the police and Officer Flynn, of No. 12, told us Gene 

Auto Discount had the car on their lot. That is the last I heard of it because it is 
sub- | 20t registered in Motor Vehicles and there is no trace of who has it now. They 


sie did me real dirty and I did not use their car or owe them any $8 for a notary. 
SiON I want them to give me back my $108. I hope you can help me get it. back. 

They did not get locked up because they did not tell the District Attorney, 
st to | the man was or could be found who opened the garage and got the car. He must 
have been a convict jimmie man or a locksmith because that garage was locked 


tight. 
Please help me get my money back. I am still paying my credit union at 
30, | Pepco, where I work. 


Yours truly, 
Rospert HENRY HOLMES. 
ourt 
nklin 
April / 
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y 10, 
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FEBRUARY 9, 1960, 


Re Legislation to control automobile finance agencies in the District of Colur 
exemption of passenger motor vehicles for hire. 


Hon. THomas G. ABERNETHY, 
House Office Building, 
Washington, D.C. 

Dear Mr. ABERNETHY: It would be appreciated if you will put into the recog 
in the hearings now being conducted by your subcommittee on legislation to ca 
trol automobile finance agencies in the District of Columbia the following staté 
ment. 7 

It is respectfully requested that motor vehicles for hire (more specifical} 
taxicabs) be exempted from the contemplated legislation providing for the regy 
lation of finance charges for retail installment sales for motor vehicles in 
District of Columbia, on the following grounds: 

1. That purchasers of motor vehicles for hire do not fall within the grow 
the legislation intends to protect, namely, the car buying public. A taxicab 
not a private vehicle but a public vehicle. To my knowledge, there have be 
no complaints concerning unscrupulous practices in the financing of taxicabs. 

2. Taxicabs, being public vehicles, are already very closely regulated and sup¢ 
vised by the Department of Insurance, and the Hack Inspector’s Office of th 
Metropolitan Police Department. 

3. It is to the public interest to have new taxicabs placed into operation year 
rather than to have second hand cars 3 or 4 years old purchased and converted 
taxicabs. The safety aspect of a new taxicab over a second hand car is obvio 

4. An individual taxicab operator purchases his cab to be used in his busing 
and not for personal use. Tinenelia procedures have been developed over 
years by several reputable businessmen in this highly specialized field. 
whole taxicab industry involves only about 10,000 vehicles, which have a 
life of about 2 or 3 years on the average. The downpayment on a taxicab 
substantially lower than that required in the pleasure car field; thus, there is 
much higher degree of risk for the party who does the financing. 

5. Regulations which would tend to limit the number of new taxicabs place 
in operation would not be in the interest of those members of the general pub 
who ride in taxicabs. 

Your cooperation in this matter is greatly appreciated. 

Cordially yours, 
Jack Do.rTon, 
President, Amalgamated Casualty Insurance Co.) 


xX 











